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p aying the Executive 
| Back in grandfather’s day, compensating the executive 
} was a simple matter. You gave him a raise in salary—which 
Meant he was financially better off than he was before. 
) Today, raises alone don’t work any more. The high cost of 
‘iving and staggering tax bites have forced companies to 
seek other means of rewarding their executives. 
| “Problems of Executive Compensation,” a round table 
iiscussion, looks at different aspects of stock options, de- 
»jerred compensation and bonuses as ways of boosting execu- 
tive income. Do these new plans really work? Do they mean 
hat a company can hold its top men, or attract the right 
) kind of replacements when necessary? These and other ques- 
tions involved in newer and more complicated methods of 
compensation are found in the round table report, starting on 
Dage TA, 
1) 


abor’s Top Men 
1952 saw sweeping changes in the names and faces of la- 
| por’s top leadership. George Meany and Walter Reuther 
replaced William Green and Philip Murray as top men of 
} the AFL and CIO. Three of the four biggest unions in the 
sountry elected new presidents. Among labor’s men of 
power in the early New Deal days, only John L. Lewis is left. 
How these new leaders, trained in union affairs during 
wenty years of Democratic administrations, will react in a 
| Republican environment is a source of conjecture to many. 
The past experiences and influences which shaped them are 
summarized in “Labor’s New Leadership,” on page 93. 


After the Survey Is Over 

It’s always interesting to find out what the other fellow is 
thinking about. His hopes, ideas and grievances make good 
eading. But where do you go from there? Do you make use 
of what you’ve learned? That is the payoff question when a 
company makes an attitude survey. Will it really put the 

vey results to work? 

In the opinion of the Thomas J. Lipton company, an em- 

ployee attitude survey is a springboard for making some- 


65 


_ Management Record 


Copyright 1953 by 
National Industrial Conference Board, Inc. 
247 Park Avenue, New York 17,N. Y. 


Vol. XV, No. 3 


¢ In the Record « 


thing right when it has been wrong, or good when it has only 
been fair. Often employee attitude surveys reflect praise of 
the company’s good points; sometimes they indicate gripes; 
but no matter which, there is usually something concrete 
the company can do to improve the vacation system, the 
cafeteria or other things important in employee relations. 
The experience in “follow-through” of the Lipton company 
can be read in “Putting Employee Attitude Survey Results 
To Work” on the next page. 


Proposed Changes in T-H Act 


Senator Taft’s proposals for revision of the act that bears 
his name would make material changes in the labor law of 
the land. 

To give a clear picture of just what these revisions are 
and what they would mean, “Taft’s Proposed Amendments 
to the T-H Act” (page 69) is set up in a special way. The 
original section of the T-H Act that would be changed is 
given; then the proposed amendment follows (both in small 
type, for the serious student of labor relations) . For the inter- 
ested-but-less-conscientious reader, a simple explanation of 
the revision, its implications, and reactions to it are given in 
larger type under the heading “Remarks.” 


Wages and Salaries 

Clerical salaries rose from 2% to 10% between October, 
1951, and October, 1952, according to the Board’s regular 
annual survey. Stenographers and typists made the best 
gains; billing machine operators showed the smallest in- 
crease. Brief highlights of the survey are given in “Review 
of Labor Statistics,” starting on page 88. 

General wage increases granted in 1952 were of more 
modest size than in the last few years, according to a special 
article, “Wage and Salary Settlements—1952” (page 78). 
Across-the-board increases of a nickel an hour were the most 
prevalent. Generally, monéy increases were tied in with 
more liberal fringe benefits. Details are given in the tables 
and charts accompanying the article, prepared by members 
of the Statistical Division. 


Putting Attitude Survey Results To Work 


Making an attitude survey is just the first step. What a 
company does after that really tells the story 


DIDN’T THINK much about the survey one way 

or the other until a month ago. Then the company 
started doing something about it and I got interested. 
I learned what the people in my own department were 
thinking about different company matters. There were 
some things that needed attention. We’ve already 
started to follow through. Yes sir, I’d say the survey 
has been definitely helpful to us.” 

The personnel director agreed with this department 
head, but expressed his ideas in somewhat different 
terms. “An employee attitude survey is largely a waste 
of time and money,” he pointed out, “unless it is fol- 
lowed by positive action. We regard a survey as a 
management tool. It contains definite suggestions for 
making improvements. It indicates to supervisors how 
things are going from the viewpoint of their workers. 
It shows them where their workers are uninformed or 
misinformed. Corrective measures can be instituted. In 
brief, we look upon a survey as a training tool—an 
unusually effective training tool. Much supervisory 
training today is too general to do much good. It is 
done in groups and each supervisor is likely to say to 
himself, ‘That’s all right for the other guys but it 
doesn’t apply to me.’ When a supervisor sees the re- 
sults of an attitude survey, brought right down to his 
own group, he knows that they apply to him. He 
can’t dodge them. The implications, good or bad, are 
inescapable.” 

These comments—the one from a department head 
and the other from a staff executive—give some idea 
what two individuals at the home plant of Thomas J. 
Lipton, Inc.! in Hoboken, New Jersey, think of em- 
ployee attitude surveys and the importance they at- 
tach to follow-through. 

In 1949, the company made its first survey in the 
Hoboken plant. Although it analyzed the findings 
carefully, it did little or nothing by way of follow 
through, feeling that it would be premature to take 
action on a single set of figures. In March, 1952—just 
one year ago—it again surveyed attitudes among its 
employees. (Separate forms were used for sales per- 
sonnel, plant and supervisory employees.) It has been 
following through on this survey ever since, and is not 
yet ready to say that the job has been completed. 

“When the results from the second survey came in,” 


* Packers of Lipton tea, soup mixes, and dessert mixes. 
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a Lipton executive explained, “we could see at a glance 
what had happened during the three-year interval. 
We now had a ‘moving picture’ of our organization. In 
some particulars we had gone ahead, but in others we 
had stood still or fallen back. As a result of the two 
surveys, we felt we had a blueprint for action. Whereas 
it did not seem to us that the first survey called for 
a follow-through, we all agreed that a follow-thaaa 
was imperative after the second one.’ 

The company soon discovered that deciding to fol- 
low through is one thing and deciding just how to 
follow through is quite another. Business organiza- 
tions have been making surveys among their employ: 
ees for twenty-five years or more, but the literature 
about these surveys offers only sketchy information 
on the subject of follow-through.1 The officers at 
Lipton, finding few guideposts, set about to develoy' 
their own procedures. i 


TWO THINGS TO DO #f 


7 


First, they decided they wanted to do two things . 
They wanted to report the findings to all who | 
pated in the survey and they wanted to take de | 
action where such action seemed to be indicated. 

The findings were publicized in a four-page lette. 
mailed to the homes of the employees and through | 
series of meetings attended by all supervisors ant 
department heads. Approximately 1,100 employee, 
and 100 supervisors and department heads partici) 
pated in the surveys, and all were informed of the re! i 
sults. In addition, 390 salesmen and 128 sales offic’ 
personnel were reached in their own districts by mean 
of a separate letter.? In the letter to the salesmen, th: 
company indicated that action had been taken durin. i 
the interval between the time the survey was mad : 


- Follow-through i is not mentioned at all in some reports on att) 
tude surveys. In “Experience with Employee Attitude Surveys, 
Studies in Personnel Policy, No. 115, published by Toe ConFai 
ENCE Boarp in 1951 and based on information supplied by 11 
companies, four pages out of 120 are devoted to “Applying te 
Results 

2 Thus far, employees at Lipton’s home plant in Hoboken an 
their sales personnel have received the results of their respectiv E 
surveys. The better part of a year had elapsed before the salesme 
learned of the results of their survey. The company regards this ¢ 
too long a time. It is expected that as other divisions of Lipto) 
are surveyed the results of the surveys will be presented to en 
ployees more promptly. 
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id the results were announced. For example, the 
)mpany explained in one paragraph that: 


| “The survey indicated that a sufficiently large num- 
ber of salesmen were dissatisfied with the vacation plan 
| which was in effect at the time. People who live in the 
‘South seem to have different seasonal vacation prefer- 
ences than those who live in colder sections of the coun- 
‘try. We have studied the results of the survey on this 
particular question and, as you know, the vacation plan 
has been revised. Now each sales division selects the 
/vaeation season which is most satisfactory to its own 
personnel.” 


|The report to the Hoboken employees was made 
ve months after the survey had been completed. Spe- 
jal comment was made on the following subjects: 


Cafeteria—90% of the employees felt that con- 
siderable improvement had been made in the 
amount of table space, variety, and price of food 
since 1949 when the first survey was made. Some 
| criticisms and suggestions were offered, and the com- 
| pany has gone to work on them wherever possible. 

Christmas Party vs. Turkeys—The employees prefer 
| the latter. The expense is about the same to the 
| company. Turkeys will be provided in lieu of a 
| party. The company explained that it was not con- 
| sidermg a Christmas bonus—a substitute for the 
party or the turkey suggested by some employees. 

Communications—The company said that it was 
glad that the employees had asked for more informa- 
tion on company matters. It promised to supply 
such information and indicated practical ways in 
which this would be done. 

Parking Lot—Quite a little criticism was directed 
to the practice of charging for parking privileges. 
| The company explained that only 10% of the em- 
| ployees were affected, and that it didn’t seem fair 
| to operate this facility free for a small group. The 
cost of operating the lot was given. 
| Pension Plan—Almost half the employees indicated 
| a desire to learn more about the company’s pension 
| plan. It was announced that a special booklet would 
| be prepared and distributed to all eligible for the 
| plan. 


THE FOLLOW-UP BEGINS 


_ All groups—the salesmen, the sales office personnel, 
the employees and the supervisors—were shown how 
their scores compared with “norms” based on the 
results of similar surveys at other companies. For ex- 
mmple, the employees could see how their regard for 
their company as a place to work or their rating of 
their supervisors compared with the scores made by 
employees in other companies who were asked identi- 
ral questions on these subjects. 

The supervisors were taken “behind the scenes” and 
given more information than was revealed to the em- 
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ployees. They were told about the departmental scores, 
about some of the comments made by the employees, 
and of the plans the company had to follow through 
on the survey findings. 

Some changes were made promptly after the survey 
results were known. For the most part, these were 
company-wide changes. Changes within departmental 
and supervisory units were not made until interviews 
had been held with the supervisors concerned. The 
changes normally were instigated by the individuals 
themselves, and in no case were they made without 


Why Some Surveys Are Filed Away 


Why, it may be asked, do companies spend thou- 
sands of dollars to make attitude surveys among their 
employees, and then file the reports away to gather 
dust? 

First, it should be pointed out that some companies 
—such as the Thomas J. Lipton Company described in 
this article—do follow through effectively. And other 
companies take at least some action as a result of their 
surveys. 

But it seems true that many companies, perhaps a 
majority, do not get the benefits from their surveys 
that they might. 

There are a number of reasons for this. 

Conflict of interests. A follow-through means hours 
and hours of executive time. Executives are busy peo- 
ple. They have many responsibilities that cannot be 
slighted. Although their intentions about the survey 
may be the best in the world, they may never get 
around to the follow-through. Other things seem more 
urgent. 


Communication difficulties. A follow-through also 
means communicating with others. A company may 
do little about its survey if it lacks good avenues of 
communication, if it lacks supervisors who can com- 
municate effectively with their workers, and if it lacks 
someone who is skilled at writing in a way to interest 
the average employee. 

Time lag. It usually is at least a month before the 
results of a survey are available. During this time, 
management may cool off. Or it may say, “Things have 
changed during the past thirty days, so the findings 
no longer apply.” 

Lack of know-how. Even the experts agree that it’s 
hard to know just what weight to attach to survey 
findings. And it’s even more difficult to say what ac- 
tion a given company should take as a result of a 
given set of survey figures. Fearing that they might 
only aggravate a situation, some companies do noth- 
ing. 

Worry about reaction of employees. This may 
occur when the survey results are unusually good or 
unusually bad. If good, management may hesitate to 
blow its own horn. If bad, it may reason, “The less 
said about this survey, the better.” 
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line approval. This phase of the follow-through, re- 
lating the survey findings to particular groups and 
to particular situations, is regarded as.especially valu- 
able by Lipton executives. 

Each of the twelve department heads was given a 
graph showing how his department compared with the 
other departments (unidentified, of course) and with 
the company as a whole. At the group meetings, a 
general explanation and interpretation of the survey 
was given but the company did not feel that this was 
enough. 

It was arranged that the consultant, who had made 
the survey and who had helped with the group meet- 
ings, would spend another six days at the company. 


DEPARTMENT HEADS COOPERATE 


Several days in advance of his visit, the personnel 
director would call a department head and say: “Our 
consultant will be here on Thursday. If you have an 
hour or two and would be interested in going over 
the survey with him, particularly the part that applies 
to your own department, I'll be glad to make an ap- 
pointment for you.” The approach, it will be noted, 
was entirely permissive. The company did not wish 
anyone to feel under any compulsion in connection 
with the survey. 

But there was no need for concern about the reac- 
tions of the department heads. Without exception 
they welcomed the opportunity of spending an addi- 
tional period with the consultant. Each department 
head now has spent at least one period with him, 
usually lasting two hours, and several have spent more 
than one period. 

The consultant has taken the position that his chief 
function is that of interpreting the findings. Inev- 
itably, of course, the department heads have asked 
his advice on possible changes and other follow- 
through steps which they had under consideration. 
He has helped with these matters as far as possible. 
But he has always reminded the department heads 
that such decisions are their responsibility and that 
they should be made in the light of many considera- 
tions, not only the survey findings. 

The personnel director has sat in on all the con- 
ferences of the consultant and the individual depart- 
ment heads. This has had a double advantage. First, 
the personnel director has learned more of the details 
of the survey and the reactions of the department 
heads to the findings. Second, it has been possible for 
him to emphasize many of the principles of good per- 
sonnel practice when the discussions got down to the 
practical problems of follow-through. 

When asked about the survey, the department 
heads had only praise to offer. They were given re- 
peated opportunities to criticize it or to dismiss it 
with such phrases as “It was all right” or “It was of 
limited value.” But in no instance would they dis- 
count the benefits that they had gained from it. Each 
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told of ways that the survey had been of practica 
help to him. All agreed that the survey revealed ney 
things and, in addition, confirmed other situations 0 
which they were at least partly aware. 

In general, the company stood well on the survey 
This was gratifying. But equally gratifying to man 
agement has been the manner in which the survey 
findings have been understood and put to work. On 
executive summed up the feelings of the company 
this way: “Apparently our people regard Lipton’s a 
a good place to work. Most of our scores were goo 
but, of course, we got some low ones and some criti 
cisms. We already have taken steps to correct certai 
situations, and we will take more. As we see it, it’ 
just plain bad business to make a survey and then d 
nothing about the findings. We regard a vigorous fol 
low-through as equal in importance to the surve' 
itself, perhaps even more important than merel 
measuring the attitudes of employees.” 


SterHen Hasse 
Division of Personnel Administratio 
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The Range of Human Capacities—The thesis of this sms 
book is that the variability of human traits, popular 
thought to be almost limitless, is quite small. Experiment) 
results among normal people are marshaled to show th 
the capacities of the most gifted ordinarily do not exce(| 
those of the least gifted by more than 2.5 to 1. Implicatio | 
for social groups, including business organizations, are su_ 
gested. By David Wechsler, The Williams and Wilki 
Company, Baltimore, Second Edition, 1952, 190 pp. 


Sponsored Scholarship Programs—An analysis of 4 
scholarship programs, including those sponsored by 2 
business firms and associations. Forty-seven of the lati 
operate their programs through foundations. The stu) 
includes data on the purpose of the scholarships, numl_ 
provided, amounts granted, limits and restrictions, eli. 
bility requirements, methods of nomination and selecti 
and financial administration. A list of corporations whi 
sponsor scholarship programs is provided. By Charles . 
Cole Jr. Available free of charge from College Entrar 
Examination Board, 425 West 117th Street, New York |, 
New York, 1952, 28 pp. 


The Case Method of Teaching Human Relations and /- 
ministration; an Interim Statement—This book is a mist’ 
lany on teaching human relations by the case meth’. 
It covers eighteen people who make available their expi> 
ence in applying the case method of teaching hum! 
relations and administration. The authors offer this rep! 
hesitantly as an interim statement until a more thorow! 
and complete analysis is possible. Methods and results * 
explored from several different angles. Edited by Kenn? 
R. Andrews, Harvard University Press, Cambridge, Ma: ~ 
chusetts, 1953, 271 pp. $4.50. 
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| 
ITH the new Republican Congress only a few 
months old, a large number of Senate and 
ouse bills to amend the Taft-Hartley Act have al- 
ady been thrown into the legislative hopper. Pro- 
ysals for amending the act fall into four main cate- 
ries: Senator Taft’s amendments; House Labor 
cee hearing amendments; Administration pro- 
sals now being worked on by a committee estab- 
shed by Labor Secretary Martin P. Durkin, and 
snate proposals. 
Because he is both an author of the original Taft- 
lartley Act and Senate majority leader, Senator 
aft’s five bills to amend the act are drawing most 
tention. His current proposals, and the sections 
‘the T-H Act that would be affected, are reproduced 
id explained below. 
The great bulk of these amendments were originally 
troduced by Senator Taft in 1949. 


Taft’s Proposed Amendments to the T-H Act 


Some of the 1949 amendments proposed by Senator 
Taft, however, are conspicuous by their absence, 
notably those that would: (1) Redefine the terms 
“employer,” “supervisor,” and “union agent’; (2) 
Cede federal jurisdiction to states; (3) Eliminate a 
section guaranteeing employees their right to refrain 
from organizing; (4) Legalize union hiring halls; (5) 
Drop the. featherbedding prohibition; (6) Eliminate 
separate bargaining units for plant guards; (7) In- 
crease the statute of limitation for unfair labor prac- 
tices from six months to one year; (8) Remove a 
T-H provision prohibiting the NLRB from ordering 
reinstatement of employees discharged for cause; (9) 
Permit the NLRB to appoint outside arbitrators to 
decide jurisdictional disputes between unions; (10) 
Remove the T-H ban on political expenditures by 
unions; (11) Set up a complete new section on national 
emergency disputes. 


Senate Bill 655—The amendments in this section are much the same as contained 
in Senator Taft’s 1949 bill. The one significant difference is in the amendment to the 
employer free speech section (change 7 below). Altogether S 655 provides for nine 
amendments to the Taft-Hartley Act. These nine amendments do the following: (1) 
Permit economic strikers to vote; (2) Remove individual penalties against strikers; (3) 


Permit NLRB hearing officers to make recommendations; (4) 


Require employers 


to take noncommunist oath; (5) Eliminate the so-called “mandatory” injunction; (6) 
Permit workers to refuse to handle “struck work”; (7) Extend employer free speech 
provision to cover NLRB representation elections; (8) Permit an employer to discharge 
employees expelled from the union on charges of communism; (9) Permit a union to 
seek discharge under its union security clause of workers it expelled for communist mem- 
bership; (10) Ease a union’s paper work by eliminating the requirement that a union file 
an analysis of its constitution and by-laws with the Secretary of Labor. 


hange 1—Permits Economic Strikers to Vote 


Taft-Hartley Act—“9(c) (8) No election shall be directed in any 
rgaining unit or any subdivision within which, in the preceding 
lve-month period, a valid election shall have been held. 
mployees on strke who are not entitled to reinstatement shall not 
eligible to vote. In any election where none of the choices on 
e ballot receives a majority, a run-off shall be conducted, the 
lot providing for a selection between the two choices receiving 
e largest and second largest number of valid votes cast in the 
ection.” 

Amendment—Would delete this sentence: (“Employees on strike 
ho are not entitled to reinstatement shall not be eligible to vote.”) 
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Remarks— 

Section 9(c) (3) of the T-H Act provides that employees 
on strike who are not entitled to reinstatement (economic 
strikers) shall not be eligible to vote in representa- 
tion elections. Taft says that “this is the amendment 
referred to by General Eisenhower as necessary to prevent 
the possible use of the law as union busting.” 1 Taft’s amend- 
ment would delete this section and in effect would leave 
“the question of eligibility to the National Labor Relations 
Board.” Both the AFL and the CIO support this change.” 
The AFL also asks that strike replacements be forbidden to 
vote.? [All footnotes will be found on page 115.] 
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Change 2—Removes Individual Penalties Against 
Strikers 


Taft-Hartley Act—“8 (d) . . . Any employee.who engages in a 
strike within the sixty-day period specified in this subsection shall 
lose his status as an employee of the employer engaged in the 
particular labor dispute, for the purposes of sections 8, 9, and 10 
of this act, as amended, but such loss of status for such employee 
shall terminate if and when he is reemployed by such employer.” 


Amendment—Would delete this portion of section 8(d). 


Remarks— 

The act requires that either party to the contract notify 
the other party in writing of a proposed termination or 
modification sixty days prior to the contract’s expiration. 
During this time strikes and lockouts are prohibited. The 
present act provides that individual employees who strike 
during the sixty-day period shall lose status as employees 
and lose the protection of the act. The amendment removes 
this penalty against individual strikers, but retains penalties 
against the union and the employer. The CIO says that this 
change “is desirable, although not of major significance.’ 


Change 3—Permits NLRB Hearing Officers to Make 
Recommendations 


Taft-Hartley Act—“9(c) (1) Whenever a petition shall have been 
filed, in accordance with such regulations as may be prescribed by 
the board.... 

“The board shall investigate such petition and if it has reason- 
able cause to believe that a question of representation affecting 
commerce exists shall provide for an appropriate hearing upon 
due notice. Such hearing may be conducted by an officer or 
employee of the regional office, who shall not make any recom- 
mendations with respect thereto.” 


Amendment—Would delete final clause: (“who shall not make any. 
recommendations with respect thereto.”’) 


Remarks— 

The present act provides that in representation cases, 
hearing officers shall not make recommendations. The 1947 
hearings on the T-H indicate that this was to prevent 
abuses arising out of recommendations made by partisan 
hearing officers. Taft’s amendment would remove this pro- 
hibition. His reason for removing this prohibition on hear- 
ing officers is to “expedite case handling by the NLRB.” 4 

The CIO says that this change is “probably desirable.” 
The CIO, however, wants Congress to restore to the NLRB 
the right to conduct prehearing elections.” 


Change 4—Requires Employers to Take Noncom- 
munist Oath 


Taft-Hartley Act—“9 (h) No investigation shall be made by the 
board of any question affecting commerce concerning the repre- 
sentation of employees, raised by a labor organization under 
subsection (c) of this section, no petition under section 9 (e) (1) 
shall be entertained, and no complaint shall be issued pursuant 
to a charge made by a labor organization under subsection (b) 
of section 10, unléss there is on file with the board an affidavit 
executed contemporaneously or within the preceding twelve-month 
period by each officer of such labor organization and the officers 
of any national or international labor organization of which it 
is an affiliate or constituent unit that he is not a member of 
the Communist party or affiliated with such party, and that 
he does not believe in, and is not a member of or supports any 
organization that believes in or teaches, the overthrow of the 
United States Government by force or by any illegal or uncon- 
stitutional methods. The provisions of section 35 A of the Criminal 
Code shall be applicable in respect to such affidavits.” 


aM 
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Amendment—“9 (h) (1) No petition made by a labor organization 
under section 9(c), and no charge made by a labor “lew 
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under section 10(b) shall be entertained unless there is on file with 
the board an affidavit executed contemporaneously or within the 
preceding twelve-month period by each officer of such labor organ-| 
ization and the officers of any national or international labor 
organization of which it is an affiliate or constituent unit, that he 
is not a member of the Communist party or affiliated with such 
party, and that he does not believe in, and is not a member of o1 
supports any organization that believes in or teaches, the overthrow) 
of the United States Government by force or by any illegal of 
unconstitutional methods or seeking by force or violence to deny, 
other persons their rights, under the Constitution of the Unitec 
States. The provisions of section 1001 of title 18 of the Unitec 
States Code shall be applicable in respect to such affidavits. F 
the purposes of this subsection, ‘officer’ means members of al 
policy-forming and governing bodies of the labor organization | 
well as those designated as such by the constitution of the labo: 
organization. * NE 

“(2) No petition made by an employer under section 9(c) anc 
no charge made by an employer under section 10(b) shall bi 
entertained unless there is on file with the board an affidayi 
executed contemporaneously or within the preceding twelve-montl) 


period by such employer, its officers if it is a corporation, and 

of such employer’s agents having responsibility for the employer 
labor relations that he is not a member of the Communist party 0: 
affiliated with such party, and that he does not believe in, and i 
not a member of or supports any organization that believes in 0 
teaches, the overthrow of the United States Government by fore 
or by any illegal or unconstitutional methods, or seeking by fore | 
or violence to deny other persons their rights under the Constitutio! 
of the United States. The provisions of section 1001 of title 18 ¢ 
the United States Code shall be applicable in respect to suc 
affidavits.” a 


Remarks— 

The chief change here is to require representatives 0 
management as well as labor to take the noncommunist oath 
This meets the objection of President Eisenhower that th 
present law requires affidavits only from union leaders. 


| 


The union officials’ affidavits also would be extended t 
cover “members of all policy-forming and governing bodie| 
of the labor organizations as well as those designated as suc 
by the constitution of the labor organization.” In the earl 
days of the T-H Act, some of the communist dominate, 
unions tried to dodge the act’s affidavit requirements b! 
changing their constitutions so as to reduce the number ( 
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“officers” and by setting up new nonofficer posts which coul! 
carry great policy-making authority. Taft’s amendment | 
aimed at closing that loophole. i 

Both the AFL and the CIO seek elimination of the enti) 
noncommunist affidavit requirement.?.3 


Change 5—Eliminates “Mandatory” Injunction 


Taft-Hartley Act—“10(1) Whenever it is charged that any pf 
son has engaged in an unfair labor practice within the meant 
of paragraph (4) (A), (B), or (C) of section 8 (b), the prelin| 
nary investigation of such charge shall be made forthwith ai _ 
given priority over all other cases except cases of like charact 
in the office where it is filed or to which it is referred. If, aft 
such investigation, the officer or regional attorney to whom ¢] © 
matter may be referred has reasonable cause to believe sul 
charge is true and that a complaint should issue, he shall, (| 
behalf of the board, petition any district court of the United Stat) ~ 
(including the District Court of the United States for the Distri — 
of Columbia) within any district where the unfair labor practi ~ 
in question has occurred, is alleged to have occurred, or wher¢|— 
such person resides or transacts business, for appropriate injur 
tive relief pending the final adjudication of the board with rr i 
to such matter. Upon the filing of any such petition the distr | 
court shall have jurisdiction to grant such injunctive relief 


temporary restraining order as it deems just and proper, notwil) 


MANAGEMENT RECOF 


sjading any other provision of law: Provided further, That no 
‘porary restraining order shall be issued without notice unless 
‘petition alleges that substantial and irreparable injury to the 
cjrging party will be unavoidable and such temporary restrain- 
+) order shall be effective for no longer than five days and will 
‘tome void at the expiration of such period. Upon filing of any 
sh petition the courts shall cause notice thereof to be served 
yp any person involved in the charge and such person, including 
4: charging party, shall be given an opportunity to appear by 
“msel and present any relevant testimony: Provided further, 
‘iat for the purposes of this subsection district courts shall be 
med to have jurisdiction of a labor organization (1) in the 
trict in which such organization maintains its principal office, or 
|) m any district in which its duly authorized officers or agents 
¢: engaged in promoting or protecting the interests of employee 
mbers. The service of legal process upon such officer or agent 
constitute service upon the labor organization and make 
«ch organization a party to the suit. In situations where such 
tief is appropriate the procedure specified herein shall apply 
4 charges with respect to section 8 (b) (4) (D).” 


‘Amendment—Would delete entire Section 10(1). 


»marks— 

‘Under the T-H Act the NLRB “shall” take immediate 
‘eps to secure injunctions against a secondary boycott, 
‘hich is a union technique whereby a union attempts to 
Jing an employer to terms by bringing pressure upon a 
ard party. Taft’s amendment would eliminate what some 
il “Congress’s mandate” to the NLRB and would, in effect, 
ave it to the NLRB’s discretion whether to seek an in- 
inction against a secondary boycott. 

|Those in industry that oppose the amendment say that 
nder the T-H Act the NLRB does not have to act unless 
|“has reasonable cause to believe” that the secondary boy- 
ptt charge is true. Therefore, they say, the present pro- 
ldure is discretionary in its inception and not “mandatory” 
3 its critics aver.5 

|The CIO says it regards this amendment as “clearly de- 
rable, although it stops short of eliminating government by 
junction, and of restoring the Norris-LaGuardia Act to 
. full scope.” 2 The AFL is reported to favor the removal 
t bans against most types of secondary boycotts. The AFL 
reported to feel that “secondary boycotts should be pro- 
ibited only where a union applies its strength to dislodge 
ster union that already has a contract with the em- 
loyer.”6 


hange 6—Permits Workers to Refuse to Handle 
| Struck Work 


| Taft-Hartley Act—“8 (b) It shall be an unfair labor practice for 
\labor organization or its agents... 
_“(4) to engage in, or to induce or encourage the employees 
{ any employer to engage in a strike or a concerted refusal in 
he course of their employment to use, manufacture, process, trans- 
ort, or otherwise handle or work on any goods, articles, materials, 
+ commodities or to perform any services, where an object thereof 
: (A) forcing or requiring any employer or self-employed person 
join any labor or employer organization or any employer or 
person to cease using, selling, handling, transporting, or 
therwise dealing in the products of any other producer, processor, 
manufacturer, or to cease doing business with any other person;” 


_Amendment—Would add to Section 8(b) (4) the following: “Pro- 
jided, That nothing in (A) of this section shall be construed to 
nake it an unfair labor practice for a labor organization to induce 

encourage employees to engage in a concerted refusal to perform 
york which because of a current labor dispute between another 
ployer and his employees is, for the duration of such dispute, no 
ger being performed by the employees of such other employer;” 
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Remarks— 

Section 8(b) (4) (A) makes it an unfair labor practice 
for a union to engage in a secondary boycott. Taft’s amend- 
ment would permit union members to refuse to handle 
struck work, i.e., work or material from another plant or 
office whose workers are on strike. 

Industry sources that oppose this amendment feel it 
would make the secondary boycott section a dead letter.® 
The AFL and CIO favor this amendment.?:? The CIO wants 
the same type of permission granted workers regarding 
“sweat-shop-made goods” and “goods from run-away plants.” 


Change 7—Broadens Free Speech Provisions to Cover 
Elections 


Taft-Hartley Act—“8 (c) The expressing of any views, argument, 
or opinion, or the dissemination thereof, whether in written, 
printed, graphic, or visual form, shall not constitute or be evi- 
dence of an unfair labor practice under any of the provisions 
of this act, if such expression contains no threat of reprisal or 
force or promise of benefit.” 


Amendment—(Clause in bracket is deleted; clause in italics is 
added.) “8(c) The expressing of any views, argument, or opinion, 
or the dissemination thereof, whether in written, printed, graphic, 
or visual form, shall not constitute or be evidence of an unfair 
labor practice under any of the provisions of this act, [if such 
expression contains no threat of reprisal or force or promise of 
benefit] “nor shall it be the basis of setting aside an election 
conducted under section 9.” 


Remarks— 

The T-H Act permits the employer the right of free speech 
if his expressions “do not contain threat of reprisal or force 
or promise of benefit.” 

While it is not an unfair labor practice for an employer 
to exercise his free speech, the NLRB has used employer 
remarks to set aside elections which the union lost. The 
Taft amendments would extend the employer free speech 
guarantee to cover NLRB representation elections in addi- 
tion to unfair labor practices. 

The CIO is opposed to this amendment.? 


Change 8—Permits Discharge of Communists by Em- 
ployer 


Taft-Hartley Act—“8(a) (3) ... [Unfair labor practices of em- 
ployers] no employer shall justify any discrimination against an 
employee for nonmembership in a labor organization (A) if 
he has reasonable grounds for believing that such membership 
was not available to the employee on the same terms and con- 
ditions generally applicable to other members, or (B) if he has 
reasonable grounds for believing that membership was denied 
or terminated for reasons other than the failure of the employee 
to tender the periodic dues and the initiation fees uniformly re- 
quired as a condition of acquiring or retaining membership;” 


Amendment— (Material in italics is added.) “8(a) ...no employer 
shall justify any discrimination against an employee for nonmember- 
ship in a labor organization (A) if he has reasonable grounds for 
believing that such membership was not available to the employee 
on the same terms and conditions generally applicable to other 
members, or (B) tf he has reasonable grounds for believing that 
membership was denied or terminated for reasons other than (1) 
the failure of the employee to tender the periodic dues and the 
initiation fees uniformly required as a condition of acquiring or 
retaining membership, or (2) the employee’s membership or affilia- 
tion with the Communist party or his support thereof, or his 
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membership in, affiliation with, or support of any organization that 
believes in, or teaches, the overthrow of the United States Govern- 
ment by force or any illegal or unconstitutional methods;” 


Remarks— 

Under the T-H Act, the union under a union security 
clause cannot force the discharge of a worker so long as he 
pays his dues. Under the amendment the union is permitted 
to seek the discharge under a union security clause of com- 
munists even though they pay dues. 

The CIO says it has “no objection to this provision.”? 


Change 9—Permits Unions to Seek Discharge of Com- 
munists 


Taft-Hartley Act—“8 (b) It shall be an unfair labor practice for 

a labor organization or its agents—” 
* = * 

“(2) to cause or attempt to cause an employer to discriminate 
against an employee in violation of subsection (a) (3) or to 
discriminate against an employee with respect to whom member- 
ship in such organization has been denied or terminated on some 
ground other than his failure to tender the periodic dues and the 
initiation fees uniformly required as a condition of acquiring 
or retaining membership;” 


Amendment— (Material in italics is added.) “(b) It shall be an 
unfair labor practice for a labor organization or its agents—” 


* * * 


“(2) to cause or attempt to cause an employer to discriminate 
against an employee in violation of subsection (a) (3) or to dis- 
criminate against an employee with respect to whom membership 
in such organization has been denied or terminated on some ground 
other than (1) his failure to tender the periodic dues and the 
initiation fees uniformly required as a condition of acquiring or 
retainmg membership; or (2) his membership or affiliation with 
the Communist party, or his support thereof, or his membership 
in, affiiation with, or support of any organization that believes in, 
or teaches, the overthrow of the United States Government by 
force or any ilegal or unconstitutional methods;” 


Remarks— 
Same as for Change 8. 


Change 10—Eliminates Analysis of Union’s Co 
tion and Bylaws 


Taft-Hartley Act—“9(f) No investigation shall be made 
board of any question affecting commerce concerning the re 
sentation of employees raised by a labor tion under 
section (c) of this section, no petition under section 9 (e) 
shall be entertained, and no complaint shall be issued pursu 
to a charge made by a labor organization under subsea 
of section 10, unless such labor organization and any 
or international labor organization of which such lal p 
tion is an affiliate or constituent unit (A) shall have prior, er 
filed with the Secretary of Labor copies of its constitution 4 
bylaws and a report, in such form as the Secretary may prescril 
showing—” 

* * * Es 

“(6) a detailed statement of, or reference to provisions 
its constitution and bylaws showing the procedure followed w: 
respect to, (a) qualification for or restrictions on membersh 
(b) election of officers and stewards, (c) calling of regular 
special meetings, (d) levying of assessments, (e) imposition 
fines, (f) authorization for bargaining demands, (g) — 
of contract terms, (h) authorization for strikes, (i) autho) 
for disbursement of union funds, (j) audit of union financial 
actions, (k) participation in insurance or other benefit plans, a 
(1) expulsion of members and the grounds therefor;” ; 


Amendment—Would delete paragraph (6) of Section 9(f). ; 


; 
Remarks— 


The T-H Act requires a union, in addition to supplyit 
the Secretary of Labor with a copy of its constitution a 
bylaws, to also supply him with a detailed analysis of 
documents. The amendment would no longer require t 
union to submit a detailed description of its constitutio 
All other union filing requirements of the T-H Act, howeve 
are kept. AFL asks that T-H Act be amended so that “4 
union would be penalized for failure to file unless it fir 
had been given opportunity to correct what might have be 
an unintentional oversight.’ 

CIO says this amendment will cut down a union’s “r 
tape a little but not much.”” 

(See also change 27 for a further change in the wordi 
of this section.) 


Senate Bill 656—This is largely the same as Senator Taft’s 1952 building and construction 
trades bill which passed the Senate but was not acted upon in the House. It would permit 
a building trades union to sign a union contract with an employer before a job begins; it 
would also reduce to seven days the period in which a worker would have to join the 


union under a union security clause. 


Change 11—Special Exemptions for Building Trades 
Unions 


Taft-Hartley Act—“Sec. 9(a) Representatives designated or 
selected for the purposes of collective bargaining by the majority 
of the employees in a unit appropriate for such purposes, s 
be the exclusive representatives of all the employees in such unit 
for the purposes of collective bargaining in respect to rates of 
pay, wages, hours of employment, or other conditions of employ- 
ment: Provided, That any individual employee or a group of 
employees shall have the right at any time to present grievances 
to their employer and to have such grievances adjusted, without 
the intervention of the bargaining representative, as long as the 
adjustment is not inconsistent with the terms of a collective 
bargaining contract or agreement then in effect: Provided further, 
That the bargaining representative has been given opportunity 
to be present at such adjustment. 


“(c) (1) Whenever a petition shall have been filed, in accor 
ance with such regulations as may be prescribed by the board: 
“(A) by an employee or group of employees or any individu 
or labor organization acting in their behalf alleging that a su 
stantial number of employees (i) wish to be represented for ec 
lective bargaining and that their employer declines to 
their representative as the representative defined in section 9 — 
or (ii) assert that the individual or labor organization, which 
been certified or is being currently recognized by their employ 
as the bargaining representative is no longer a representatt 
as defined in section 9 (a); or 
“(B) by an employer, alleging that one or more individus 
or labor organizations have presented to him a claim to be reco 
nized as the representative defined in section 9 (a); 
“the board shall investigate such petition and if it has 
cause to believe that a question of representation afectng a : 
merce exists shall provide for an appropriate hearing upon di 
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ent— (Material in italics is added; material in brackets is 

) “See. 9(a) Representatives designated or selected for 
of collective bargaming by the majority of the em- 
— in a unit appropriate for such purposes, shall be the exclu- 
representatives of all the employees in such unit for the 
of collective bargaining in respect to rates of pay, wages, 

of employment, or other conditions of employment: Provided, 

any individual employee or a group of employees shal] have 
veg at any time to present grievances to their employer and 
such grievances adjusted, without the intervention of the 

| ee representative, as long as the adjustment is not imcon- 
ating terms of a collective- a 


nt.” 

“Provided further, That nothing in this section or any other 
tion of this act or of any other statute or law of the United 
ates shall preclude an employer primarily engaged in the building 
d construction om making an agreement covering 


uctures and improvements, on which 

ed, with a labor organization (not 

lablished, maintained, or assisted by any action defined in section 

a) of this act as an unfair labor practice and which at the time 
executed or within the preceding twelve months 


Mee or ncalop wont ceri 

aie meen atic tepenins of cock emmlogemct 

d no such agreement shall be considered an unfair labor practice 

ee solely because no election has been held 
the provisions of section 9 of this act prior to the making of 

ch agreement: Provided That nothing herein shall set 

de the final proviso to section 8(a)'3) of this act.” 


© me) | Whenever petition shall have been fle, in accord 
as may be prescribed by the board— 

TAD “anse an employee or group of employees or any individual 
or labor organization acting in their behalf allegmg that a sub- 
stantial number of es Boe (i) wish to be represented for 
ive bargaining and that their employer declines to recog- 

nize their representative as the representative defined in section 
9(a), or (ii) assert that the individual or labor organization, 
which has been certified or is bemg currently recognized by their 
employer as the bargaining representative, is no longer a repre- 
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sentative as defined in section 9(a), or (Gi) who are covered 
by an agreement between their employer and a labor organization 
made pursuant to the third proviso to section 9(a) wish to be 
represented by a labor organization other than the labor organi- 
zation which is currently representing them under such agree- 


ment. 

<(B) by an employer, alleging that one or more individuals or 
labor organizations have presented to him a claim to be recog- 
nized as the representative defined im section 9 (a) >°— 
the board shall investigate such petition and if it has reasonable 
cause to believe that a question of representation affecting com- 
merce exists shal] provide for an appropriate hearing upon due 
notice. Such hearmg may be conducted by an officer or employee 
of the regional office, (who shall not make any recommen 
with respect thereto) . If the board finds upon the record of such 
hearing that such a question of representation exists, it shall direct 
an election by secret ballot and shall certify the results thereof: 
Provided, That m a proceedimg arismg under section 9(c) (1) 
(A) Gii), the director of the regional office m which such a petition 
is filed shall investigate such petition and if he has reasonable cause 
to believe that a question of representation affectmg commerce 
exists shall provide for an appropriate hearmg upon due notice, 
which hearing may be conducted by an officer or employee of the 
regional office who may make recommendations with 
respect thereto, and the report of the hearing officer shal] be served 
upon the parties to the proceeding. If, im any such proceeding, the 


shall certify the results thereof: Provided further, That petitions 
under 9(c) (1) (A) @ shall have the highest priority over all 
other cases, except cases of like character, notwithstandmg the 
provisions of section 10(1) of this act, and the procedure pre- 
scribed herein, up to and including the issuance of a certificate, shall 
eo eee eee 
tion except im rare cases which require additional time. 


Remarks— 

This amendment permits building trades unions to sign 
a union contract with an employer before a job begins. It 
also permits building trades unions to have a special type 
of union shop contract that requires workers to join the 
union within seven days instead of the usual thirty days. 
The amendment also provides for speedy handling of repre- 
sentation petitions of this industry. 

The AFL’s building and construction unions have spon- 
sored this amendment and are strongly in favor of it The 
CIO says it does not favor “legislative discrimination in 


favor of particular unions.”2 (See change $ for further 
changes.) 


Senate Bill 657—This bill changes National Labor Relations Board procedures. It stems 
_ largely from American Bar Association recommendations. The bill would: (1) Permit one 
or more board members to hear oral arguments; (2) Provide for a twelve-man labor- 
management advisory committee on procedures and practices to “advise” the NLRB; (8) 
Eliminate the requirement that an unfair labor practices complaint contain a notice of 
hearing; (4) Empower the NLRB, with the consent of the parties, to decide issues of law 


fi without going through a hearing. 


hange 12—Permits a Board Member to Hear Ora! 
Arguments 


members shall constitute a quorum of any group designated pur- 
suant to the first sentence hereof. Ths Kaeed shell Mien oa oa 
seal which shall be judicially noticed.” 


Amendment—Would add to 8(b) the following: “The board is 
also authorized to delegate to one or more members the power to 


such case shall be made, however, either by 
(Continued on page 107) 


Problems of Executive Compensation 


Digested here are the talks given before the 335th 
meeting of the National Industrial Conference Board at 
the Sheraton-Cadillac Hotel in Detroit, Michigan, on 
November 20, 1952. Edward H. McDermott, Senior Part- 
ner of McDermott, Will and Emery in Chicago was Round 
Table chairman. Five different aspects of executive com- 
pensation were analyzed in this Round Table session. The 
speakers were: 


William M. Robbins, Director and Vice-President 
General Foods Corporation, New York 
Arthur H. Dean, Partner 
Sullivan & Cromwell, New York 
William A. Patty, Partner 
Shearman & Sterling & Wright, New York 
Willard E. Slater, Resident Partner 
Ernst & Ernst, Detroit 
V. Henry Rothschild, 2nd, Attorney, New York, 
and Member, Salary Stabilization Board 


A Rounded Incentive 
Program 
by William M. Robbins 


ET ME BEGIN by making a few broad, general 
observations. In the first place, the problem of 
executive compensation is one which should be dealt 
with after certain other fundamental aspects of wage 
and salary administration have been handled. All of 
us, I am sure, have well-established policies to guide 
us in the administration of our wage problems, that is, 
the hourly-rated wage of the workers in our organiza- 
tions. It goes without saymg that we must have such 
policies to conduct our respective businesses with fair- 
ness, intelligence, and courage. None of us is a free 
agent in the field of wage administration, but we 
should and must have a policy and a philosophy. 
Briefly, we state that General Foods intends to pay 
wages in each of its plants and offices as good as prevail 
for similar work under sim‘lar conditions in the com- 
munity where such plant or office is located. To the 
best of our ability we do this voluntarily, and so far 
we have had reasonable success in making our policy 
operate. 


74 


The second fundamental in sound executive co 
pensation thinking is the question of salaries. Each 
us, I am sure, in his own business has done someth: 
about this problem. Briefly, since 1946, we in Gene 
Foods have been living under a rather formal plan 
managerial position evaluations.| In this program 
have studied and established relationships of positic 
in the company with salary ranges from $7,000 
$60,000. Thus you see that in the managerial posit: 
evaluation program we have moved well into the a: 
of executive compensation at the higher ranges of 1 
scale. I contend that until each of us has done a sou 
and constructive job in the area of wages and b: 
salaries we have not laid the groundwork for an inte 
gent and objective approach to the problem before 
today, which is executive compensation. 

Now, to be sure that we are all thinking alike, let : 
define what I am talking about when I refer to exe 
tive compensation. I am dealing here with comps 
sation of the senior executives in the enterprise, th 
on whose shoulders rest the responsibility for and t 
authority to make those decisions which will cont 
the operations of the total business. The number 
people included in such a group will vary quite natur 
ly with the size of the company. In General Foc 
where we employ some 18,000 people, the group 
currently limited to 100 people. Of these, a lai 
majority would be found in the top range of c 
managerial position evaluation program, and t 
others who constitute the senior executive group 
our headquarters point are treated individually. 

Having narrowed my field, let me make anotl 
broad, general statement. I think the problem we « 
discussing today is one of the great challenges to t 
corporate form of business enterprise. The combir 
tion of inflation and high taxes has made it less : 
tractive to work for a corporation than to employ on 
talents in a business where ownership and manageme 
can be mingled in such a way that the benefits to t 
owner grow in proportion to the success of the ent 
prise and offer opportunities for capital gains rare 
equalled in the corporate form of employment. } 
who are working for corporations, therefore, mt 
exercise every possible fair and honest degree 
resourcefulness to attract and hold, stimulate and 1 
ward those men who are responsible for the success 
our several businesses, and who in fact give the maj 
portion of their total energies to building and creatii 
and leading the great industries and business instit 
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ons of this country so necessary for our national 
‘ogress and national security. 

Tf, as we all know, inflation and taxes make it impos- 
ble for us to deliver substantial real wages to our 
nior executives, then what solutions have been sug- 
sted? The American businessman has never been at 
loss for resourcefulness and he, together with his 
wyers, tax experts, and advisors, has come up with a 


riety of solutions. Let me list the most obvious: 
| 
e A sound base salary—This base salary must be 


commensurate with the responsibility imposed upon 
theindividual, therisksinvolved, the investment and 
competition for his services in the market place. It 
is essential that base salaries must be right, but it is 
equally obvious that the base salary alone will not 
answer the question. We might take a goodly por- 
tion of our time today in attempting to answer just 
how to set base salaries for the senior executive 
group in any large corporation. With executive 
talent such a rare commodity, I am sure we could 
have a lively discussion. 

e Adequate provision for security—Much as we 
might wish that people would fight for opportunity 
and forget security, the realities of life force us to 
recognize security as among the most important 
forces motivating man in relationship to his business 
environment. There are a number of ways to answer 
the question of security for the individual executive. 
Included among others there are pension plans, in- 
surance programs, post-retirement employment con- 
tracts, deferred salary arrangements, and stock pur- 
chase plans. I will have more to say on several of 
these in a moment. 

e Incentives and rewards—In this third category I 
will speak briefly of those programs which are de- 
signed to create incentives and to reward fruitful 
efforts. Here, broadly speaking, there are two pro- 
grams in wide use: the executive bonus, which is a 
reward for current performance and frequently takes 
the form of profit sharing; and the stock option. 
which is an incentive for future performance and 
which under favorable government regulations has 
been tremendously stimulated in the last two years. 


So we see there are a variety of ways in which a 
rporation might address itself to the problem of 
orking out a sound and well-balanced executive com- 
sation program. 

|~ 


Let me tell you briefly how we have attempted to 
velop such a program. Starting back in 1946, we 
augurated our managerial position evaluation plan 
hich I previously referred to. In gradual stages we 
tended it until within the last year we have ex- 
ded that program to include the general managers 
our operating divisions, and other executives whose 
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salaries range up to as high as $60,000 per year. We 
have established what we think are sound and fair 
base salary rates, as related to other jobs within the 
corporation, as related to competitive market values 
for similar talents elsewhere employed throughout the 
food industry particularly, and also as related to 
similar positions of responsibility elsewhere in Ameri- 
can business. 

Against this organized program, we have been able 
to evaluate each of our key senior officers who are 
excluded from the program, about twenty in number, 
and in a similar manner have established what we hope 
and believe are fair and equitable base salary rates for 
them. 

In rather rapid succession during the most recent 
two years, we have taken the following actions: 

We have revamped our insurance program for all 
employees including executives, making it more liberal, 
and have built into it a feature which brings men to 
retirement age with a block of paid-up insurance pur- 
chased on a group-plan basis equal to approximately 
half of the insurance in force while each individual was 
at work. Our whole insurance program, like most of 
yours I am sure, is relatively modest, with the top 
limit set at $20,000. Nevertheless, it is a step in the 
right direction. 

We have removed the top salary limitation which 
heretofore was $50,000 in our retirement program. The 
senior executives thus are permitted to build retire- 
ment incomes up to as high as $40,000 per year pro- 
vided they are in salary ranges high enough to qualify 
and have terms of service of sufficient length to permit 
the accumulation of credits. 


al 


There is another feature of our retirement program 
which may interest you. We established our retirement 
plan in 1935 and set up a special retirement allowance 
program under which we made up for employees with 
fifteen or more years of service the deficiencies which 
were brought about because we had not funded our 
accrued liability. Recently we have liberalized the 
payments under this special retirement allowance pro- 
gram so that they are established in relation to the 
average salary of each individual during his last five 
years in service prior to retirement rather than during 
an earlier and considerably less inflated base period. 

Last year we went to our stockholders at the annual 
meeting and were given authority to establish an ex- 
ecutive bonus plan. Under this program 10% of the 
earnings after 7% return on the capital used in the 
business will be set aside in a reserve. Out of this 
reserve, awards will be made to selected key execu- 
tives. This year’s distribution is limited in such a way 
that only the one hundred highest paid executives will 
be considered; not all will receive awards and the size 
of each award will be set to reflect the performance of 
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each executive and his contribution to the growth and 
profit of the company. We are making our first 
awards under this program this year, starting off mod- 
estly because we have not yet obtained full govern- 
ment clearance to operate the plan as it is designed, 
and, therefore, are limited in the amount of money 
available for awards to those reserves which standard 
government regulations authorize as part of our reg- 
ular salary administration programs. Individual 
awards can be made in cash, in stock, or part in cash 
and part in stock, and will be paid over a period not 
to exceed five years following the year for which the 
award is made. Our plan, like many others, is admin- 
istered by a committee of the board of directors, none 
of whom is eligible to participate. 


al 


Finally, this year we again went to our stockholders 
at the annual meeting and obtained permission to 
establish a stock option program. Under this plan we 
are authorized within the next five years to grant 
options to senior key executives, limited to approxi- 
mately fifty in number. The authorized number of 
shares which can be so optioned in the next five-year 
period is 250,000—approximately 4.5% of the shares 
outstanding—and the maximum number of shares 
which can be optioned to any individual is 15,000. The 
stock will be optioned to the recipients at 95% of the 
market price thus qualifying those who participate for 
capital gains tax rates on any increased values which 
may result from the progress of the business, the im- 
pact of inflation, etc. Options may be picked up by the 
individuals at a rate not to exceed 10% per year and 
the right to do so accumulates during the entire ten- 
year period. Employees over sixty years of age are not 
included in our stock option plan, and this, in my 
opinion, is open to debate. However, we are fortunate 
in having both the stock option plan and the executive 
bonus plan, and can to a degree compensate for the 
older senior executives by making their bonus awards 
more liberal. 

In the past, our stock traditionally has not been a 
sensational performer in the market. Currently it is 
doing better. Whether the above program will result 
in substantial reward to our senior executives, time 
alone will tell. We believe, however, that those to 
whom options have been granted, and they are a choice 
and limited few, are in fact in a position to make our 
business grow. We believe they will respond to the 
stimulation that the options hold for future gains as 
well as the stimulation from ownership management, 
however modest such ownership may be. 

A word of caution is perhaps appropriate here. The 
exercise of an option by a key employee exposes that 
individual to a risk which should not be lightly con- 
sidered. He must pick up the option and hold the 
stock for six months or long enough to qualify for 


‘ 
capital gains taxation if he is to enjoy the benefits 
anticipated. Six months is a long time and could 
result in important personal losses if the stock market 
should reverse itself. Let’s also remember that the 
individuals with whom we are dealing here are in fact 
the most important people in our business. 

As an aside, coincident with the inauguration of our 
stock option program, we established a stock purchase 
plan for all other employees except those who partici- 
pate in the executive bonus or the stock option pro- 
grams. Under our so-called savings-investment plan, 
the company will give one share of stock with the 
purchase of each five shares to all employees who par- 
ticipate in the program. Employees accumulate credits 
by a payroll deduction program which graduates ac- 
cording to salaries earned, with the maximum salary 
limitation of $20,000. No employee buys any stock 
until he has sufficient funds in hand to pay for it in 
full in lots of not less than five shares nor more than 
twenty-five shares at a time. The employee’s money is 
trusteed with an independent bank and the employee 
himself determines when to buy. 

Now let me summarize. No two companies will meel 
the problem of executive compensation in the same 
way. Each must tailor its own plan to its own needs 
but it is quite improbable'that a balanced program 
will differ substantially as to its fundamental com 
ponents. These components are: first, a sound basi 
salary; second, an opportunity for security (intelligen' 
handling of insurance and retirement programs) ; third 
an incentive for this year’s performance, the executivi 
bonus; and fourth, an opportunity to participate 1 
future growth through stock options and stock owner 
ship. } 


al 


In closing then, let me remind you that it is ou’ 
duty to think through on this important problem a 
executive compensation. It is highly improbable tha 
accumulation of capital of sufficient size to make thi 
country safe and strong will be found in any form 0 
business enterprise other than the corporation. W_ 
must attract and hold, stimulate and reward th 
executives who shoulder the burden of senior manage 
ment of these corporations, whether they be large oO 
small. 

Our most precious asset is our people. We must pre. 
vide them the opportunity for service, growth, achieve 
ment and reward within the framework of America 
industry in proportion to the talents they bring, th 
efforts they expend and the results they individuall 
achieve. We can take great pride in the fact tha 
intangible rewards stimulate great business leaders t 
work out their very hearts in building and developin 
our great corporations, but we should do our utmos 
to see to it that the tangible rewards for their labe 
and, in many cases, for their very lives are con 
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jensurate with the important contributions they 
jake every day to the progress of this nation and the 
jeservation of our American ideals. 


Employee Stock Options 


by Arthur H. Dean 


ECAUSE OF high individual income tax rates 
ranging up to 90%, combined with shrinkage in 
je purchasing power of the dollar, ordinary salary 
ayments to corporate executives are inadequate as 
\centives in many instances. Accordingly, boards of 
ipa have been turning to other methods of 
imnishing the needed incentive. Restricted stock op- 
ons in particular have been used for this purpose. 
Prior to the Smith case,’ decided by the Supreme 
court in 1945, the tax treatment of stock options 
ppended largely on the intent of the parties. If the 
ranting of a particular option was intended as a 
eans of paying ordinary compensation, if, for ex- 
mple, it was at a bargain price, the corporation could 
educt the amount by which the market price ex- 
peded the option price at the time the option was 
xercised, and the same amount was taxed at that 
me to the employee as ordinary income. 

In most instances before the Smith case, however, 
aere was a failure to prove intent of paying ordinary 
smpensation, with the result that neither the grant- 
ig nor the exercise of the stock option was treated as 
ssulting in taxable income to the employee, and the 
orporation was not allowed any tax deduction. In 
ither case, however, any gain realized by the employee 
pon his subsequent sale of stock acquired by exercise 
f the option was ordinarily treated as capital gain, 
is cost basis being the option price plus any amount 
reviously recognized and taxed as compensation. 

In the Smith case, the court held that the option 
volved was intended as compensation for services, 
nd, therefore, upon exercise of the option, the differ- 
nce between the option price and the market price 
t the time of exercise was taxable as ordinary income. 
‘his created great consternation, because many cor- 
orations had wooed executives from other corpora- 
ions by granting stock options. And many of these 
xecutives had given up pension rights in their former 
ositions and then found, as a result of the Smith 
ase, that on a net basis they were not as well off as 
hey had been before shifting jobs. 

A great deal of discussion followed, and about a 
ear later the Treasury Department issued amended 
egulations relative to stock options, which went far 


1 Commissioner v Smith, $24 US. 177 (1945). 
(ARCH, 1953 
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beyond the Smith case. They stated in effect that as 
to options granted before the Smith case, if at the 
time of grant there was no substantial difference 
between the option price and the market value of the 
optioned stock, and if under the old regulations the 
option would not have been regarded as having been 
given as compensation, the optionee would not be 
considered to realize taxable income upon exercise of 
the option. But as to options granted after the Smith 
case, the optionee would be considered as realizing 
taxable income upon exercise of the option to the 
extent of the excess of the then market value of the 
optioned stock over the option price. 

This pretty much put a stop to stock options. The 
Treasury Department and Congress restudied the 
matter and finally the Revenue Act of 1950 added 
Section 130A to the Internal Revenue Code. This 
permits the recipient of a “restricted stock option” to 
exercise his option, under certain circumstances, with- 
out incurring any tax and ultimately to sell the stock 
so acquired and treat any resulting gain as long-term 
capital gain for tax purposes. The corporation cannot 
deduct anything either at the time of granting a 
restricted stock option or at the time it is exercised if 
the optionee is not required at either of such times to 
report the receipt of taxable income. 


Y~ 


A “Testricted stock option” is defined as an option 
complying with the following conditions: 


(1) Its grant must be for a reason connected 
with the optionee’s employment by the granting 
corporation or its parent or subsidiary and the op- 
tion must relate to the stock of any of such cor- 
porations; 

(2) The optionee, together with certain mem- 
bers of his family, cannot be a 10% stockholder of 
the granting corporation or of its affiliates; 

(3) At the time of granting, the option price 
must equal at least 85% of the fair market value of 
the optioned stock; 

(4) By its terms, the option must be nontrans- 
ferable by the optionee otherwise than on death; 

(5) By its terms, an option must be exercisable 
during the lifetime of the optionee only by him. 


In addition to these requirements, certain other 
conditions relating to the exercise of the option and 
the sale of the stock must be fulfilled in order for the 
special tax treatment afforded by Section 130A to 
apply. These are: (a) the optionee must exercise the 
option while he is an employee of, or within three 
months after termination of his employment with, the 
granting corporation or its parent or subsidiary; and 
(b) the optionee must not dispose of the stock 
acquired by exercise of the option for at least six 

(Continued on page 115) 
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1952 
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NICKEL AN HOUR was the most frequent 
increase granted 


money 


does not mean that the average 


cents an hour, for many companies gran 
10 cents an hour, and even more gave 12 cents and up. 


analysis of the wage settlements appearing in the press 
and confirmed by Tue Conrerence Boarp last year. 


A 


in 1952 would fall somewhere between 5 cents and 12 


A straight arithmetic mean of all the 


This 


cents an hour. Chart 1 shows graphically the fre- 
quency of occurrence of the more common raises 


that were given. 
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Wage Increases by Industry 


Table 1 
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oor. SERS 0s See oe 


PRTMODUS hc ok ie.ctanree aca AEG echee es 


SMePRrerbIeS 2. ob ar chee chee. eee 
Miscellaneous—non-manufacturing......... 


Miscellaneous—manufacturing.......... ue 


Trucking and warehousing............. 


Transportation equipment................ 


Transportation. . 


fStonerclay and glass. |... 28. .... 0.40.00. 
Ser hacd See ae O20 ED re 
Pl. hE) hay OR Oe aS SiGe Ae Bele: on 


| f 2 ACLS ER SSR GPRS ite 58 lento eae, Anan aaa 


| Professional, scientific and controlling 
Aboohcy Toate nee es Me eae Oe ee er 


| Printing and publishing................... 


A ReMbOeINCLAISY oobi ae bee fees be eee ee hs 


|Paper and allied products................. 
RRMERINO A obit cPeraucibis bid sc a.s hoes aves oo 


} . < 
| Machinery—except electrical.............. 
‘Ordnance and accessories................. 


2. BS SRB UISES Bp ane ee 


Vo fan, CS BE oe Se | a a 


|Purniture and fixtures.................... 


PERCE sielels s1G0s arate « 


GG MEMIMICALIONS) «:. 2). cee cise coe ee ae 
Bieetmeal machinery. .!.......).......!..... 
Fabricated metal products................ 


iGiabsiand restaurants)......;..0.-.......... 


RAANMONHAROOCDHAROALe F426 OR ODO RARNN OO = 
810. for) me OwoOR es 46 rt 6D 25 SHO HO Rigo AA ior) 
[FI0L = a 
asueyg | ™ SO rs a ras 
Ob ON 
or 3249 | my md = be 
= R rH ae Ra) 
o1-10°6 | 
mo mm oD [oo 
6-108 | | 
= onl Coal al aR me ao 
8 s-10'L | 
iS) 
R con lanl Conlon! fon re 
& i109 | 
a - al onl ol ol oD Rr mo re 
as 9-109 tonal 
a 
3 in ol ae oe ae aOR ae FO Re Ae] 
io} 2-10'F cn) 
. - | HAAR 4 =a |o 
F-10°S 4 
ol mo mo o me x 
8-10 il a 
a) r a7 - ~ 
e-10° 
So IQS Hs ONnAnes ROR xo aN x 
Sl 1949 me al Lanlon! lo) 
bol Rw Na bi) Lal ma QR Lol cre ag 
SL-10'TT oO 
v= NNW ae a ran mod al roy 
I1-10°01 | & 
, ro) RoOwWAar 430 HO OD rn Oon oo © ae D> 
“ OI-106 | Leal a 
t=} 
S) s+ e930 onl me me ba) Ro bal re 
q 6-10'8 a | 3 
he 
2 F CMR OM HAAR H © ~ OR or) oD 69 ae RO es) 
3 8S10L | m4 =) 
2 
B : rH ArTSoAR o 6 6 ORRNaaAe Rar HH] Rg 
Oo L-10°9 Ll i 
& = DH ORARO H DAH Ra RNa aaee | 
% 9-10° =! =) 
‘3 o FOr OO OR rt rst HOD 1D St FRM AHOAIARAH OM i=) 
faa ¢ | mo | a a] R 
ta 
k: 2 [Sa ODOM Eo) HOI aX ro 6 oD = for) 
66°F-10°S Lal Lael ~~ 
eo 2 ee ee ee ae ee Ee eee Se See ee ea 
x ao) oD OR ret Roo RRO oO oD OD Lo) Qe oD 
8-108 a |S 
SS ARH AH AAR —— AR ~~ ale 
&-10 tl 29 


UIST Gepihhe door GOS SOO cre -eets ian 


Tue ConrERENCE Boarp 


Source: 


Increases for Salaried Employees 


Chart 2 


In Cents per Hour 


In Per Cents 
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Table 2: Wage Increases by Unions, January-December 1952 


AFL 


Blacksmiths 6 o- . a/vs}xe nessa wees atoeeleie 


Boot and Shoe Workers........-...--.-++- 
Bridge, Structural and Ornamental Iron.... 
Building Service Employees..............- 
Carpenters and Joiners............++++++- 
Cement, Lime and Gypsum Workers....... 
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Table 3: Salary Increases by Industry Reported January-December 1952 
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more or less unique. Unlike some of the earlier post- 
war years when across-the-board settlements were 
made according to pretty much of a standard pattern 
or formula, last year’s settlements appeared to reflect 
the profit position of the particular industry. And, of 
course, within each industry some companies did well 
and others poorly. 

Generalizing on the basis of the table, transporta- 
tion equipment, public utilities and primary metals 
gave the largest increases, followed by chemicals, 
electrical machinery, machinery other than electrical, 
retail trade and food. The perennially depressed tex- 
tile group was at the bottom of the list with nine out 
of fifty-nine main settlements providing no money 
increase. 


SALARIED EMPLOYEES 


For comparative purposes, salary advances were 
converted to cents-per-hour equivalents on the basis 
of a forty-hour week. The 12-cents-an-hour-and-over 
category was reported most often, with 10 cents and 
5 cents following. Viewing the salary raises in per cent 
terms, the 5% group was the one most often reported, 
with the 3.01% to 4% category second, and the 
9.01% to 10% third. 


FRINGE OR PLUS WAGE BENEFITS 


In 1952, 433 wage adjustments, confirmed by the 
Board, granted a total of 809 fringe benefits or plus 
wage benefits of one type or another. More liberal 
vacations occurred most frequently (191 times) . Medi- 
cal and hospitalization insurance followed (180 cases) . 
Added holidays (158 cases) constituted the next most 
popular benefit. Shift premiums or differential in- 
creases, paid leave for personal reasons, pensions, and 
increased overtime pay followed in that order. Com- 
pany retirement plans were found in only four cases 
(see Table 4). 

Pup Korn 
Grace Mepvin 
Statistical Division 


vi 
Table 4: Fringe or Plus Wage Benefits! | 
January to December, 1952 | 


No. of Times Granted. 


Benefit 

Extra vacations. . +... 000s: tee Sr 191 

Medical and hospitalization insurance .............. 180 

Added holidays” . 2... ..3.).;. 2s: eet eee 158 iI 
Shift premium or differential increase .............- V7 : 
Paid leave for personal reasons ..............-+++++ 56 
Pensions: . 8 .!ea.0 des sons ten alatage tates Nets eae neater 45 
Overtime pay... 5. 6.0 paneer 44 
Retirement plans «...... 0.050 h genes eset 4 
Miscellaneous: |...) .:. 0h. s)s'clelaedie le eee a et 54 


Source: Tue ConFreRENCE Boarp 
1 Fringe or plus wage benefits were granted \in 433 settlements of which 
192 contained more than one benefit. a 
Chart 3: Fringe or Plus Wage Benefits Granted in 1952 
433 Settlements? 


RETIREMENT 
PLANS 0.5 % 


Source: Tue ConrereNce Boarp 
1 About half of these settlements granted more than one benefit. 


Course for Industrial Nurses and Personnel Representatives 


A course for industrial nurses and personnel representatives is scheduled 
for April 30 through May 2 at the University of Minnesota Center for Continu- 
ation Study in Minneapolis. The conference will include plant tours to point 
up the hazards of industry and to emphasize plant catastrophe programs. It 
will devote special attention to job descriptions of industrial nurses. 

This will be the eighth similar conference to be held. Approximately 
seventy-five to ninety persons have attended each conference in the past. The 
sponsoring groups, in addition to the Center for Continuation Study, are the 
Minnesota Nurses in Industry, Inc. and the Division of Industrial Health of the 


Minnesota Department of Health. 
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Significant Labor Statistics 
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A Housekeeping Control Program 


Good housekeeping in a factory means fewer accidents and more efficient 
production. Here’s how one company handles the problem 


HERE IS NOTHING haphazard ahout house- 

keeping at the Norris-Thermador Corporation’s 
plants in California. It is not an occasional clean 
sweep that keeps materials-handling operations in tidy 
order, or that eliminates congested aisles, leaky faucets 
and rusty equipment. The noteworthy housekeeping 
at this metal manufacturing plant is achieved, instead, 
by a continuous control program administered by a 
three-man committee. 

This control program has just marked its first an- 
nual milestone. It was set up in 1951 with the 
objective of improving plant operating efficiency and 
reducing operating losses. 

Fifteen hundred direct workers are employed at this 
plant. They produce such metal products as auto- 
mobile wheels, pressed steel bathtubs, sinks, stainless 
steel and copper-bottom cooking utensils, as well as 
a broad line of high pressure gas containers. At the 
present time, manufacture of cartridge cases, rocket 
containers, rocket motor tubes, and cartridge tanks for 
the defense program make up a large percentage of 
their production. 

Mechanical and hydraulic presses are grouped close- 
ly together for smooth flow operation. Much of the 
operation is disagreeable because of heavy lubrication 
and cull material that result from material passing 
through high-speed presses. This contributes to op- 
erating loss and reduced efficiency. 

Because of these procedures, housekeeping has al- 
ways been an important job at Norris-Thermador. 
But company officials realized that a stricter program 
could mean fewer accidents and more efficient produc- 
tion. The housekeeping control program was designed 
te do this. 

An administrative committee was set up. It in- 
cludes the director of industrial relations, the chief 
industrial engineer, and the factory manager, who is 
chairman of the group. 

After studying a master layout of all factory and 
related outdoor production and storage areas, the 
committee divided the entire plant (with the excep- 
tion of administrative and similar nonmanufacturing 
sections) into forty-four areas, each of which is nor- 
mally under the control of a specific supervisor. This 
division of the plant allows delegation of housekeeping 
responsibilities to regular supervisors—a procedure 
considered suitable because janitors, wipers and sweep- 
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ers are usually assigned directly to the foremen i 
charge of each area. The only exception to this is : 
small crew of janitors who report directly to the plan 
engineer and who maintain the administrative build 
ings, general aisle areas throughout the plant, parking 
lots and outside roadways. 

Before announcing the plan to employees and sup: 
ervisors, the administrative committee established ; 
rating formula which could be used to judge the house 
keeping performance of the forty-four areas. 


A WORKING COMMITTEE INSPECTS 


Who applies the rating formula? When does inspec 
tion take place? 

Operating directly under the administrative com 
mittee is a three-man working committee. (The thre 
men are selected from the same departments as th 
members of the administrative committee.) Member: 
of the working committee must be on a supervisory 
level. They are appointed by the administrative grouy 
for a one-month period. An example of a working 
committee set up for one period would be a genera 
foreman reporting to the factory manager; an indus 
trial engineer reporting to the chief industrial engi 
neer; and the chief safety engineer reporting to th 
industrial relations director. 

It is the duty of this group to inspect the variou: 
areas in the plant, and grade them according to the 
factors outlined in the box, using the scale of values a: 
shown in Figure 1. Figure 2 is the inspection and 
rating sheet used by the committee. (See next page.) 

The committee’s visit to any of the forty-four areas 
is not by appointment or with any forewarning. It is 
more of a surprise visit at the convenience of the com: 
mittee. The group inspects the area, grades it, ther 
gives a report to the chairman of the administrative 
committee. 

A normal rating is considered by management to be 
satisfactory and to represent good housekeeping. The 
committee which does the rating may adjust the rating 
grades if its members find that the conditions which 
are responsible for a poor rating are beyond the super- 
visor’s control. 

For the first six months, the normal level was estab- 
lished as lower than desired—the reason for this was 
the changing personnel of the monthly inspection com- 
mittee. It was found that the committees varied in the 


MANAGEMENT RECORD 


if The Rating Formula 
z : Factors to be considered in performance ratings are listed under three main classifications as follows: 


|. Conformance to Layout and Equipment Standards 
© Unauthorized rearrangements—unauthorized 
_ movements of equipment from location established by 
approved layouts. 
e Damaged or obsolete equipment—improperly 
' guarded or unsightly equipment, machines, and fix- 
tures which are damaged, unpainted, or defaced. 

e Congested portable equipment—air guns, drill 
motors, or portable equipment placed so as to hamper 
operations and safety. 

2 Leaks—air, gas, water, oil, cooling hazards, leak- 
age from containers, tanks, pipes, press pits or other 

_ receptacles. 
© Blocking of restricted fire and safety zones and 
aisles. 
2. Materials-Handling Equipment 

e Protrusions—from racks, bins, benches, file cab- 
inets, or desks which might cause a hazard. 

e Unstable piles—top-heavy or unbraced piles, top- 
pling boxes or containers. 

e Cluttered aisles—boxes, waste and cigarette re- 
ceptacles, storage racks, pieces or piles of materials, 
tote pans, and skids left in aisles and walkways in 
such a manner as to create a hazard and retard opera- 
tions. 

e Overloaded equipment—structures, frames, racks, 
shelves, tote pans and skids improperly loaded or 
loaded beyond their capacity. 


1ings they looked for and the manner in which they 
uted. But six months of alternating committees, the 
mmpany believed, would erase the inequalities of 
ispection. By that time everyone would become 
uniliar with standards and grading formula so that a 
igher norm could be established. This procedure was 
yund to be effective and has been continued. 


ISSUING REPORTS 


After the periodic inspection, it is the duty of the 
idustrial engineering department to issue a monthly 
ymmary-rating report showing the zone, responsible 
ipervisor, current month’s rating, previous month’s 
iting, and rating to date. This report is given to the 
dministrative committee. And that group in turn 
otifies each supervisor about his department’s rating 
nd gives an individual report to all members of man- 
yement. 

The company’s house organ, “Norris Nooz,” pub- 
shes the housekeeping score for the three top-ranking 
epartments. A fourth score which is published is the 
west one in the entire plant and this is identified 
aly by a question mark. The committee believes 
uere is a psychological benefit in not belittling the 
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e Makeshift equipment—improper use of standard 
equipment; use of makeshift equipment when standard 
is available. 


3. Cleanliness and Orderliness 

e Dirty floors and walls—dirt and oil accumulation 
in aisles, and in work areas under benches, machines, 
racks, desks; misuse of waste and cigarette receptacles. 


e Needlessly unclean equipment—dirty benches, 
tacks, machines, tote pans, etc.; dust, filings, chips, 
scraps of work, and rubbish allowed to accumulate. 

e Unclean rest rooms—fountain facilities adjacent 
to the area; lack of use of disinfectants; lack of soap, 
paper, towels, etc. 


“@ Personal items—clothing, lunchboxes, or pack- 
ages hung or lying on benches, machines, desks, etc., 
and not in spaces provided or on coat racks. 


e Rubbish and scrap—cigarette butts, papers, bot- 
tles, racks on floors, machinery and benches; im yards 
or any other location except proper containers; use of 
other than proper containers for rubbish accumulation. 

e Projections and hazards—nails, rough jagged 
corners, broken glass, hanging wires, broken flooring 
and paving, etc. 

e Alignment and orderliness of floor, yard and ware- 
house storage (skids, pallets, racks, barrels, boxes, 
equipment, sheet stock, tools, material packing and 
supplies, and work in process) . 


responsible supervisor and department by identifying 
them. It also believes that general curiosity concern- 
ing the lowest on the list will spur each department to 
raise its norm. 

Following is an example of the scores run in a recent 
monthly issue of the plant paper: 


Plant Housekeeping Scores 
(Date of Month) 


“The four supervisors whose departments rated highest 
in the monthly plant housekeeping inspection ratings are 
listed below. Number five is low man on the totem pole. 
His name is gracefully omitted to encourage him to ‘get 
out from under’ and move up to the top. The top depart- 
ments for September will be published in next month’s 
paper. Will your department be among them? 


ot, 6] Naine ef supervisor]. si seecie pe cceece 98 
2. [Name of supervisor] ............... aid Bask. 93 
3. [Name of supervisor] .........................--.-.- 93 
4. [Name of supervisor] ...................-----.-.-.--- 93 
a Pe ? ea ee a oe 47” 


WHAT ARE THE RESULTS? 


The administrative committee members report that 
since the plan’s inception there has been a decided 
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improvement in quality control, safety and labor 
hours. However, they point out, it is difficult to de- 
termine whether all the savings are a result of the 
housekeeping program. This is because other con- 
tinuous programs in cost control, quality control, and 
general methods improvements in tooling and produc- 
tion facilities have been instituted. But the committee 
feels that the housekeeping procedure has played an 
important role in these improvements. 


Another important achievement pointed out by thi 
committee is that supervisors have learned that house 
keeping is not a matter of occasional neatness 
carefulness; it is a continual process to be practicec 
daily. And, more important, the supervisors are ge’ 
ting this idea across to the men under them who must 
understand and carry out these housekeeping prac 
tices. 

Since management does not allow the supervisor 


Figure |: Plant Housekeeping Rating Values b 
— 
Poor Fair Normal Excellent 
Conformance to layout Oo O O Oo ct O r 
and equipment standards 9 18 16 19 21 88 2 & 
a 
Materials handling O O O Oo Oo oO 
and storage 12 18 28 27 30 83 85 
Cleanliness and oO Oo oO O oO oO 
orderliness 14 20 26 30 34 87 40, 
Figure 2: Plant Housekeeping Inspection and Rating Sheet 
Zone and description Inspection month - 
Dept. name and bldg) —— = ee  Inopecuaneate 
Assigned zone responsibility Previous rate 
Working inspection committee: 
Factory mgr. Ind. eng. _____Ind. relations 
Poor Fair Normal Excellent 
Conformance to layout 
and equipment standards oO Oo Oo O 
Reasons: 
Poor Fair Normal Excellent 
Materials handling 
and storage Oo O O O 
Reasons: 
Poor Fair Normal Excellent 
—_—= 
Cleanliness and 
orderliness O oO Oo Oo 
Reasons: 
Plant housekeeping committee by Rate 
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1y additional hours for housekeeping and mainte- 
unce, he knows it must be a continuous job of super- 
sing each operation and each operator on an hourly 
id daily maintenance schedule. The standards have 
sen set so that an allowance is made for each opera- 
on on an hourly control. Cost hours on particular 
srformances are reflected daily. If a supervisor’s 
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performance record shows that all housekeeping hours 

are accumulated for one specific period, the record is 

considered poor. It has been found that it takes 

longer to maintain and clean a department on a one- 

shot basis than it does by the continuous approach. 
Doris M. Toompson 

Division of Personnel Administration 


Briefs on Personnel Practices 


Speak Up—Speak Easy 


A class to help employees speak effectively, begun 
| January at Raybestos-Manhattan, Inc., was the 
urteenth such class conducted in this company. 
aybestos has offered employee-speaking classes for 
nm years, and to date there have been more than 
)0 graduates. Upon completion of the speaking 
purse, the graduates become eligible for membership 
| the Raybestos speakers’ club. 

Speakers’ clubs are growing in popularity as a part 
f employee recreation programs. Northrop Aircraft 
ulls its organization a toastmasters club. Eastman 
odak Company has a speak easy club. 


ibor Relations a Part of Personnel Administration? 


In 1946, the Hammermill Paper Company divided 
s industrial relations department and set up two 
sparate departments, one for personnel and one for 
bor relations. Recently, management decided to 
msolidate the two departments again “to create 
more unified and effective personnel organization.” 
[ammermill returned to the old name and again has 
n industrial relations department. 


A Program To Improve Employee Health 


Various industrial concerns in the Philadelphia area 
re cooperating with the Chamber of Commerce of 
reater Philadelphia and the University of Pennsyl- 
ania in a twelve-week health-betterment campaign. 
_ special series of twelve lectures and discussion 
eriods are being held. The series started February 
3 and continues until May 6 at the University of 
ennsylvania School of Medicine in Philadelphia. 
ectures are given every Wednesday afternoon during 
1is period. 

Plant medical directors, physicians, safety engi- 
eers, industrial nurses and other supervisors of em- 
loyee welfare are among the representatives of 
idustrial concerns who attend the lecture course in 
1e surgical amphitheater of the university hospital. 
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Specialists in the industrial field of occupational health 
are among the lecturers. 

The program is the result of the work of a joint 
committee representing the industrial health section 
of the Philadelphia Chamber of Commerce’s safety 
council and the University of Pennsylvania School of 
Medicine. Dr. Glenn S. Everts, medical director of 
the Curtis Publishing Company and chairman of the 
Chamber of Commerce’s industrial health section, and 
Dr. John P. Hubbard of the University of Pennsyl- 
vania have worked out details for the plan. 

A few of the remaining subjects for the weekly 
programs concern employment of the handicapped, an 
evaluation of cardiac workers, the status of the indus- 
trial nurse, the philosophy of industrial medicine, the 
doctor and compensation laws, dust diseases, psy- 
chiatry in industrial medicine and retirement prob- 
lems. The final lecture will be “The Industrial 
Physician in Personnel Relations,” given on May 6. 
The speaker will be H. W. Jones, general manager of 
industrial relations, the Atlantic Refining Company. 


Office Readers Want Plant News, Too 


In January, separate publications for production 
employees and office workers of the General Electric 
Company at Schenectady were consolidated, to be- 
come the GE Schenectady News. 

Growing interest on the part of readers in the activ- 
ities of other departments was causing the two news- 
papers to duplicate each other considerably. News 
about company plans and policies, sports and recre- 
ation, features on work of individual departments and 
classified ads were among the many types of material 
that were the same in both papers. ’ 

Letters received by management pointed out that 
many employees had worked in several departments. 
Some had friends and relatives in other departments, 
and thus were interested in GE activities all over the 
Schenectady area. A survey indicated that 84% of 
the readers of Office News would like a larger paper, 
covering activities in all parts of the plant. The re- 
organized paper is issued weekly. 


Review of Labor Statistics 


ETAIL PRICES in the thirty-nine United States 

cities covered by THE CoNFERENCE Boarn’s con- 
sumers’ price index moved downward for the second 
month in a row between mid-December and mid- 
January. The January index of 180.2 (January, 
1939=100) was 0.4% below the previous month’s 
level and 0.1% under the year-ago figure. This was 
the first time since the outbreak of war in Korea that 
the index registered even a slight decline over a 
twelve-month period. Since the all-time high of Aug- 
ust, 1952, the index has fallen 1.3%. 

Food prices again showed a substantial decline 
(1.8%). Beef and poultry continued to plunge, but 
higher pork prices were reported for the first time in 
four months. Many livestock men believe that the 
peak of the annual rush of hogs to market has now 
passed and that prices will move up during the next 
few months. Veal and lamb prices were mixed; eggs, 
milk, butter and lard moved down; canned peas and 
corn showed slight increases. Of the fresh fruits and 
vegetables priced, carrots, lettuce and oranges were 
cheaper, while sweet potatoes, beans and spinach were 
higher. The January food index of 233.1 is the lowest 
since August, 1951. Over the year, food prices have 
dropped 3.0%. 

The clothing and housefurnishings indexes are both 
below their January, 1952 level (2.0% and 3.2% 
respectively). Apparel prices remained unchanged 
between December and January and house furnish- 
ings dipped 1.1%. Housing costs (represented in the 
index by residential rents) rose 0.5% during the most 
recent month covered by the survey, bringing the 
housing index to 128.2, 3.0% above its level a year 
ago. Increases in the price of bituminous coal helped 
to push the fuel index up over the month, while higher 
gasoline prices contributed to the 0.4% rise in the 
sundries index. Both of these components have ad- 
vanced more than 3% since January of last year. 

The latest decline in the all-items index boosted the 
purchasing value of the dollar back up to its year-ago 
level of 55.5 cents (January, 1939=100 cents). This 
represents an increase in value of 0.4% over the 
month. 


EMPLOYMENT 


Census Bureau estimates show that civilian em- 
ployment declined for the second straight month be- 
tween December, 1952, and January, 1953. Total 
civilian employment for January was 60.5 million, 


88 


985,000 under the preceding month and 1.7 million 
below November. The Census Bureau emphasizes, 
however, that this is a “normal midwinter decline,” 
resulting from a seasonal curtailment in farming, con- 
struction, and other outdoor work, as well as post- 
holiday layoff in retail trade. It should be noted also 
that the January job total is still the highest on record 
for that month, topping the year-ago figure by 
789,000. 

Most of the December to January drop took place 
in nonfarm industries where employment fell to 55.1 
million, 700,000 under the all-time high of 55.8 million 
in December. This decrease is expected for January 
because of layoffs in trade and construction. As com- 
pared with January, 1952, however, the estimates 
show that nonagricultural employment is up about 
1.5 million. According to the Census Bureau this 
over-the-year gain “is one of the largest recorded in 
many months.” 

Farm employment! also decreased, dropping from 
5,700,000 in December to 5,452,000 in January. 

The unemployment total for January was 1.9 mil- 
lion. This total is 480,000 above December, but still 
162,000 less than the year-earlier figure of 2,054,000. 
Many of those added to unemployment rolls in Janu- 
ary were construction workers laid off as a result of 
seasonal cutbacks. In January only 3.0% of all civilian 
workers were unemployed, as compared with 3.3% a 
year earlier. 

The total civilian labor force, which includes both 
employed and unemployed, decreased by about 505,- 
000 between December and January to 62.4 million 
persons. But there was an approximate increase of 
600,000 over the January, 1952, figure of 61.8 million. 

The Bureau of Labor Statistics, in its. monthly 
estimate of nonagricultural employment,’ says that 
about 1.3 million more people were at work in indus- 
tries unrelated to agriculture during January, 1953, 
than a year earlier. In January, 1953, total nonfarm 
employment was estimated at 47.2 million as com- 
pared with 45.9 million in January, 1952. The recoy- 
ery of consumer goods manufacturing from last 
winter’s slump was chiefly responsible for the higher 
employment figure. Manufacturing employment 
showed a 5.3% rise over the year. Employment in 
retail trade also was up substantially over the year. 

Total nonfarm employment for January was about 
1.7 million under December, 1952, when many tem- 


* Based on reports submitted by industry and business. 
MANAGEMENT RECORD 


yorary sales clerks and postal employees were laid off 
fter the Christmas rush. 

Trade and contract construction showed sea- 
onal declines between December and January. How- 
sver, at 10.0 million, January employment in 
rade was 300,000 over a year ago, maintaining the 
yost-World War II upward trend. Construction em- 
jloyment was only slightly below last year’s record 
evel for the season. Finance showed an over-the-year 
nerease of 74,000 or 3.9%. 


HOURS AND EARNINGS 


Government statistics for January show that aver- 
ie hourly earnings of factory production workers 
emained at about the December, 1952, level. Gross 
eekly income fell off 1.6% because of a marked re- 
luction in the work week. Average hourly earnings 
ncreased fractionally in January, rising from $1.732 
n December to $1.734 in January. The over-the-year 
ncrease was 9.4 cents or 5.7%. Average weekly pay in 
nanufacturing industries was estimated at $71.27 in 
January, a 6.5% increase over January, 1952, but 
81.13 under December’s all-time high of $72.40. 

In mid-January, the average factory work week was 
11.1 hours, a cut of more than forty minutes from the 
receding month. This decrease is partly seasonal. 
The average factory work week in January still repre- 
sented an increase over a year ago and a postwar high 
or the month. 


DECEMBER TURNOVER RATES 
IN MANUFACTURING 


Layoffs in the nation’s factories increased consider- 
sbly during December after holding near a post-World 
War II low for three straight months. Manufacturing 
plants laid off eleven workers for every thousand on 
their payrolls in December. This was in contrast to 
the low rate of seven per thousand in each of the three 
preceding months. Despite this increase, the layoff 
rate was still below the December, 1951, rate of fifteen 
per thousand—which was more than a third higher 
than the current figure. 

The lumber and apparel industries showed the 
sharpest increases in layoffs from November to De- 
cember, 1952. The December layoff rates for these 
industries were the highest for that month in a decade. 

At the same time, factory hiring decreased in De- 
cember to the lowest point in a year. In the last 
month of 1952, factories added only thirty-three new 
workers for every thousand on payrolls, as compared 
with forty per thousand in November, and the 1952 
high of fifty-nine per thousand in August. This acces- 
sion rate for December is only slightly higher than 
that of thirty per thousand in December, 1951. 

Nearly all of the industries surveyed cut down hir- 
ing in December, mostly because of seasonal factors. 
In apparel, paper, and leather products, the decreases 
were greater than usual for the month. 
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As compared with a year ago, hiring is still up some- 
what in most durable goods industries. In the con- 
sumer soft goods industries, the statistics show that 
hiring was down in December to a rate equal to the 
postwar low of 1949. 

The quit rate for December dipped to seventeen per 
thousand employees from twenty-one per thousand in 
November because opportunities to shift jobs were 
reduced a bit. 

The discharge rate decreased from four per thou- 
sand in November to three per thousand workers in 
December. 

The total number of separations (which include 
quits, discharges, and layoffs) , however, remained the 
same in December as in November—thirty-five per 
thousand. This rate of separation was the lowest for 
the year. 


CLERICAL SALARIES RISE 


The National Industrial Conference Board’s annual 
survey of clerical salaries for October, 1952, recorded 
moderate increases from year-earlier levels. The ac- 
companying chart reveals what happened for several 
of the key jobs surveyed (the complete report, “Cler- 
ical Salary Survey,” Studies in Labor Statistics, No. 
9, is in preparation) . 

For the five jobs included in the chart, the stenog- 
rapher received the best raise over the year. The 
October, 1952, median for twenty cities was $55, 
against $50 in October, 1951, a 10% increase. Billing 
machine operators, however, had only a 2% raise over 
the year. These time-to-time comparisons must be 

(Text continued on page 92) 


Clerical Salaries—Median Rates for Key Jobs 
in Twenty Cities 
October, 1951—October, 1952 


IN DOLLARS PER WEEK 
sy 0CT.,1952 


@#0cT.,1951 


$39 
PER CENT -_ 
increase ® EZR 


OFFICE BOOK- SENIOR BILLING STENO- 

BOY KEEPING’ COPY MACHINE GRAPHER 
MACHINE TYPIST OPERA- 
OPERATOR TOR 

42,/% 2.0% 


Consumers’ Price Indexes for Cities Surveyed Monthly 


Notes: These indexes do NOT show intercity differences in price level or standards of living. They show 
only changes in consumers’ prices in each city, which changes may be compared with those for other cities. 


Index Numbers Percentage Index Numbers Percentage 4 
Jan., 1989= 100 Changes Jan., 1989=100 Changes a 
aie Dec. 1952 | Jan. 1952 Dec. 1952 | Jan. 1952 
Jan. 1958 | Dec. 1952 | Jan. 1952 to to Jan. 1953 | Dec. 1952 | Jan. 1952 to to + 
fs ia 1958 | Fane 1958 fe a eS 
Birmingham Indianapolis 7 
Hood Piz ort eae nee 232.2) 281.5 }- 287.0 +0.3 —2 0) | Roeds eee erent : 247 Sr) 247.7 —0.2 
Housing seen. wate <e 163.4 | 163.47] 160.3r 0 1.9 | Housingy*..3% se esc : 125. 12834 0 
Clothin gues aoe oc 152.4 | 151.3 | 164.2 +0.7 == 2 i Clothing occ ass 3 144. 146.9 0 
uel con Rieter nace 186.2} 186.2] 182.0 0 1-82 | Ruel Age cade as wick : 162. 159.0 +0. 
Housefurnishings. . . . . PUTO SLU S TSS —0.1 —0.9 | Housefurnishings.... : 159. 160.6 0 
SundFiesieacs. hh e<e 154.2 | 154.8] 149.7 =0.1s})0 48.0 | Sundries. ...... 5.0.5 : 179. 173.6 —0. 
Weighted total..... 178.0 | 177.7r} 177.5r]) +0.2] +0.3 : ; 181.9 —0. 
Boston 
Hoodeaen. «eae ee st 226.4 | 227.7 | 299.7 =O Ghee 4 | Rood.ivss fascia. cous 
Housing. Axio ona canis 129.2 | 129.2] 124.6 0 Oct ousting! = 5. eke. 
Clovhing pes ace ten oe 140.7} 141.8 | 188.6 =0.8} +1.5 | Clothing........... 
Hite) 4 er eee 179.9 | 179.97} 167.7 0 Cane | Pueltass. ooo l2. a8 
Housefurnishings. .... 156.5 | 156.1] 164.17r]/ +0.3] —4.6 
Sundries... caters 166.2 | 165.9 | 164.5 +0.2) +1.0 | Sundries............ 
Weighted total..... 178.8 179.8 177.5 —0.8 +0.7 
Chicago 
d Nori) BROS Se ree 240.4 | 245.9 | 250.6 —2.2 pet BOOG. <n cnsens cates ri 
Holising’ tS 5.50 omer 140.3 | 1386.5r| 182.5 +2.8} +5.9 | Housing?........... 8 
Clothing i ans. ot 146.4 | 146.4] 150.2 0 =2.5 | Clothing... ........: 0 
IQUE gagtan eos aa. 120.6 | 120.6 | 117.9 0 pet S do Buel 42 ix wore Speeds 3 
Housefurnishings. .... 159.8 | 159.8] 161.57 0 —1.1 | Housefurnishings. ... 9 
DUNGMeSH wee eee TAGE AOR G cay | ec ecO 0.2 }) -F2.7 | Sundries... 22... .- A 
Weighted total..... 183.0 | 183.97} 183.6 —0.5 —0.3 4 
Denver 
Rood. <nsasees saree 238.1 | 239.2 | 240.0 —0.5 —0:8) | Hoodstses ce: occas 
Housing *3.56..2128 128.5 128.5 128.2 0 ++-0.2 | Housme?sc.ideee 
Glothingsé.53 «4-0 s5,. 163.1 163.1 167.5 0 — 2.6 1 Clothing... isteceersate 
Ruel asen Sees teas ts 106.4 106.4 108.2 0 =F WB Ueh si. w= sie cates 
Housefurnishings..... 158.1}. 158.2} 165.8 — OE —4.6 | Housefurnishings. ... 
Sunaries etek essen 159.8 159.6 155.7 +0.1 +2.6 | Sundries............| 177.3 | 177.2 | 173.9 || +0.1 | +2.09 
Weighted total..... 175.3 | 175.6r| 175.5 —0.2*} —0.1 Weighted total. ... 
Detroit Philadelphia 
Rood Seen cm ioe oe 248.2] 248.4} 250.1 —0.1 0.8 || Boodsshiaioe: sees 6 
HIQUSING 26) 6 ane iets = oa 134.1 134,1 130.2 0 =+-3..0) | Bousmes: oo... 52.5 8 
Clothingiae nce cient 146.8 146.6 154.5 +0.1 — 5.0) TP Glothm@ ace ons seme oe 
Buel #25 estsedeicne 161.9} 161.8] 159.8 +0.1 +1.8 | Puelésetneeta tesa 4 
Housefurnishings..... 167.6 | 167.9] 171.2 —0.2 | —2.1 | Housefurnishings.... 6 
Sundries sou. scdetacsa 185.3 | 184.7 | 177.8 e020) [ear aS: | SUNGMES ec cn center: 8 + 
Weighted total..... 187.3 187.2 185.8 +0.1 +0.8 Weighted total.... fie +1.4 £ 
Source: Tar ConrERENCE Boarp 2 Rents surveyed February, May, August, November. “Includes electricity and gas, 


1 Rents surveyed January, April, July, October. 3 Rents surveyed March, June, September, December. r Revised. 


Consumers’ Price Index for Ten United States Cities, and Purchasing Value of Dollar 
Index Numbers, January, 1939 = 100 


Weich: : Clothing Fuel? oe 
Date Roce Food Housing! | 2 | ee Eee ed Sundries Eyles 
me Total Men’s Women's Total Electricity Gas oes theless 
1952 January. 2. 02. sat 179.0 23755 120.9 151.2 167.3 18725 133.1 90.0 103.7 168.6 170.1 55 
Februarys «7. sc ochoe 8 176.3 230.7 12k 150.1 166.3 136.5 133.0 90.0 103.7 168.3 169.0 56 
Marchs n.<.aqces dance IWAORY 231.0 121.2 149.8 166.0 136.1 133.2 90.0 104.3 167.0 170.1 56 
Arash area tee 178.4 234.3 121.4 149.7 165.8 136.1 133.3 90.0 104.9 166.9 172.1 56 
Ma... Bac). suaregainetere 178.9 236.6 121.5 149.4 165.2 136.1 130.6 90.0 104.8 165.5 172.2 55 
JUNE He. ae nae 179.0 28700 121.5 148.8 164.7 135.4 130.9 90.0 104.8 165.0 172.3 55. 
TOY coe cto seme 180.4 239.8 121.7 148.5 164.6 135.0 ESEoe 90.0 104.8 164.3 173.6 55. 
August .5 sdastacccs 180.8 240.6 122.0 148.2 164.3 184.7 132.9 92.2 104.8 164.5 174.0 558 
September.......... 179.9 237 7 122.1 148.4 163.7 185.5 ISS 2% 92.2 104.8 164.5 174.0 58g 
October’s.ntivececn 179.8 236.5 122.7 148.1 163.8 134.8 185.8 92.2 104.6 163.6 174.4 565: 
November.......... 180.6 238.3 123.3 148.2 163.8 135.0 135.9 92.0 104.6 164.8 174.5 55. 
December........... 179.3 233.2r) 124.1 148.2 163.8 135.0r| 187.6 92.0 104.6 164.7 175.0 55 
Annual average...... 179.1 236.1 122.0 149.1 164.9 135.6r| 133.4 90.9 104.5 165.6 172.6 55.8 
1958 January............. 178.5 230.2 124.8 148.2 163.8 135.1 137.9 92.0 104.6 162.7 175.7 56. 
Percentage Changes 
Dec. 1952 to Jan. heel =0:4 |) S18 | +0.6 | 0 | 0 £0.11" 40.8 | 0 | 0 —1.2 | +0.4|] +0 
Jan. 1952 to Jan. 1953..... —0.3 —3.1 +3.2 —2.0 —2.1 -1.7 +3. +2.2 +0.9 —3.5 +3.3 +0 


1 Rents sur veyed quarterly in individual cities Includes electricity and gas Revised 


Consumers’ Price Indexes for Cities Surveyed Quarterly 


Nore: These indexes do NOT show intercity differences in price level or standards of living. They show 
only changes in consumers’ prices in each city, which changes may be compared with those for other cities. 


Index Numbers Percentage Index Numbers Percentage 
Jan., 1989 = 100 Changes Jan., 1989 = 100 Changes 
Oct. 1952 | Jan. 1952 Oct. 1952 | Jan. 1952 
Jan. 1953 | Oct. 1952 | Jan. 1952 to to Jan. 1958 | Oct. 1952 | Jan. 1952 to to 
Jan. 1953 | Jan. 1958 Jan. 1953 | Jan. 1958 
Baltimore Minneapolis-St. Paul 
ful soo. eee 233.7 | 239.37} 240.3 —2.3 SSA PARES eth cece ao creo GAT 5 257 .1r| 254.0 —3.7 —2.6 
hoo 2. eee 119.0] 116.8 116.8 +1.9 159%] Housng:. 2eeee aa. 113.0 113.0 113.0 0 0 
GEHEHO Me es... (aes 154.0 | 153.5 156.7 +0.3 —1-7 | Clothing: . 2. 400. 154.8 154.2 157.9 +0.4 —2.0 
1G oe ee 162.1 157.5r| 155.7 +2.9 +4.1 LORS cis aides! se aR 143.8 143.7 141.9 +0.1 +1.3 
ousefurnishings..... 192.4 193.0 196.7 —0.3 —2.2 | Housefurnishings....| 178.2 177.8 182.1 +0.2 —2.1 
Dil CSae eons 172.5 172.5 161.5 0 =+-6.8 | Sundries; ..0........ 180.1 177.2 174.0 +1.6 +3.5 
Weighted total..... 182.4 183.67} 181.6 —0.7 +0.4 Weighted total 182.8 184.6 183.2 —1.0 —0.2 
Bridgeport Newark 
WIEDER. «o's ss) sage 226.6 | 232.5 232.3 —2.5 = 95 | Foodies: sea. 43 234.9 237 .2r| 235.9 —1.0 —0.4 
MONS, . eee 118.6 | 118.67) 116.2 0 +@2.1 | Housing............ 111.5 111.27} 109.8 +0.3 +1.5 
CULE, a Sena 145.0 | 144.8 148.1 +0.1 — OT | Clothing v.62 S9 os acd 143.9 143.7 145.3 +0.1 —1.0 
oo ae Jig leah 167.2 162.1 +2.3 lie (@30) (BN 2 (es Ie eS 127.8 124.2 123.5 +2.9 +3.5 
ousefurnishings..... 161.8 162.6 164.4 —0.5 —1.6 | Housefurnishings....| 195.0 194.1 202.0 +0.5 —3.5 
PIGS eta the ie tcc os soe 189.1 182.0 | 180.4 +3.9 +4.8 | Sundries............ 168.2 166.8 150.4 +0.8 | +11.8 
Weighted total..... 181.0 180.87} 179.7 +0.1 +0.7 Weighted total....} 178.5 178.7r| 173.8 —0.1 +2.7 
Erie Roanoke 
OC tes. wiedavege a 253.7 261.1 260.7 —2.8 =P | Rood: iaatsta., Muaesw 236.3 Q41.7 240.8 —2.2 —1.9 
POSE OM creel ota 141.9 137.17} 134.1 +3.5 +5.8 | Housing............ 15% 7 157.47} 157.0 +0.2 +0.4 
10001 4> ee 174.4 175.9 180.3 —0.9 —3.3 | Clothing........... 167.1 168.2r} 171.9 —0.7 —2.8 
AER oe 2 sce kis 179.1 176.4 170.2 +1.5 SERS: | Buel Beta. Posen 152.1 151.2 148.6 +0.6 +2.4 
ousefurnishings..... 169.5 | 169.3] 171.1 +0.1} —0.9 | Housefurnishings....] 175.2 | 173.8] 178.9 +0.8} —2@.1 
ROTICS Hs cls a wes 180.5 175.3 171.2 +3.0 +5.4 | Sundries............ 163.3 163.2 161.0 +0.1 +1.4 
Weighted total..... 195.8 195.7 193.8 +0.1 +1.0 Weighted total....}] 184.0 185.57r| 184.9 —0.8 —0.5 
Grand Rapids Seattle 
oy OR en cece 237.3 | 242.4 244.6 —2.1 sO. | ROOG scat s ated tage ee, as 234.1 237.17) 240.8 —1.3 —2.8 
BPIGUT SRE hb.) «0! ake 180.2 | 180.07} 173.8 +0.1 —aOny) | ELOUISINE. fot..Petoe eed 138.6 136.9 135.2 +1.2 +2.5 
CC aa eee 140.0 142.6 141.3 —1.8 —0.9 | Clothing........... 145.0 143.97] 145.3 +0.8 —0.2 
ple Se ea ee ae 162.3 161.6 157.6 +0.4 Stes SIRE hat cent eater 141.0 139.7r| 141.0 +0.9 0 
ousefurnishings..... 174.7 | 173.9 | 179.0 +0.5 —2.4 | Housefurnishings....| 182.4 | 182.1] 178.5 +0.2/} +2.2 
TOG bis 9 a 176.5 176.7 12s —0.1 +2.4 | Sundries............ 164.0 160.6 159.4 +2.1 +2.9 
Weighted total..... 189.7 191.5r| 189.5 —0.9 +0.1 Weighted total....} 179.5 178.9 179.5 +0.3 0 
Houston Syracuse 
OME at siden CS SEE 233.4 237 .0r| 239.1 —-1.5 —9'4 | Roodtay. 20m .2.88% 239.9 243.8 243.3 —1.6 —1.4 
CUSTER Gr cape te 143.5 | 143.57) 137.7 0 =A? | Housings: ese eke 125.2 | 124.97] 124.8 +0.2 |) +0.3 
(iy Ach a dee pear 150.2 THO | ©1560 0 =o. | Clothing as... osm. 160.5 161.27} 160.9 —0.4 —0.2 
SNES SI Soe eee Ee 90.1 81.8 SIS sel O se set0.1 |) Fueltpse. 2.20 eke. 173.8 169.0r| 164.1 +2.8 +5.9 
ousefurnishings. .... 143.0 142.9 147.0 +0.1 —2.7 | Housefurnishings....| 172.5 176.3r| 177.4 —2.2 —2.8 
PIGIAC Sie kciers . Sistas 167.5 167.5 163.0 0 +2.8 | Sundries............ 155.8 154.4 151.9 +0.6 +2.2 
Weighted total..... 174.2 174.8 173.8 —0.3 +0.2 Weighted total....}| 176.7 T77-3r| W761 —0.3 +0.3 
yurce: THE CONFERENCE Boarp 1 Includes electricity and gas. Revised. 
Consumers’ Index for Thirty-nine Cities, and Purchasing Value of the Dollar 
Index Numbers, January, 1939 = 100 
Clothing Fuel? House- Purchasing 
furnish- | Sundries alue of 
c ings the Dollar 
Total |Electricity Gas 
S 194.5 153.7 ya bees 138.8 135.9 91.2 102.1 169.1 168.1 55.5 
9 194.5 152.7 170.2 137.9 135.8 91.1 102.1 168.7 166.9 56.3 
A 124.5 152.3 169.9 137.4 135.9 91.1 102.7 167.5 168.2 56.1 
8 124.7 152.1 169.6 137.3 135.9 91.3 103.1 167.5 170.4 55.6 
Bi 124.9 151.7 169.0 137.1 133.4 91.4 102.9 166.1 170.7 55.4 
5 124.9 151.0 168.3 136.2 | 183.9 91.4 102.9 165.6 171.1 55.3 
Peel eoe® lee TOO).7 168.2 135.9 134.8 91.3 102.8 164.8 172.5 54.9 
9 125.5 150.5 167.9 185.7 135.8 93.2 102.8 165.1 173.0 54.8 
-0 }. 195.7 150.8 167.4 136.6 136.3 93.0 102.9 165.1 172.9 55.0 
9 | 126.27) 150.5 167.4 136.1 137.9 92.7 102.7 164.4 173.2 55.1 
a3. 126.8 150.6 167.4 136.3 138.4 92.6 102.7 165.7 173.4 54.9 
wl 127.6 150.6 167.4 136.3 140.0 92.6 102.8 165.6 173.8 55.3 
4 125.4 151.4 168.7 136.8 136.2 91.9 | ‘102.7 166.3 171.2 55.3 
1 128.2 150.6 167.5 136.3 140.4 92.6 103.0 163.7 174.5 55.5 


ec. 1952 to Jan. 1953... 4 ava +0.5 +0.2 
in, 1952 to Jan. 1953..... pi) —3.0 1.5 |) 40.9 


1 Rents surveyed quarterly in individual cities 2 Includes electricity and gas r Revised 
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qualified by the fact that the samples are not identi- 
cal, for some companies drop out and others are added 
over the year. 


WAGE ADJUSTMENTS 


Thirty-eight contract settlements in twenty-seven 
firms, appearing in the press, were confirmed by the 
Board for the period ending February 15. Of this 
number, thirty-one were with wage earners, seven 
with salaried employees. Upwards of 145,000 people 
were covered. Hourly raises granted ranged from two 
cents to twenty-three cents, with the tendency toward 
the lower end of the range. Four-cent and five-cent 
increments appeared frequently, and there were also 
a few percentage increases. 

Some of the more significant wage settlements of 
the month included the Raytheon Manufacturing 
Company settlement with the Brotherhood of Elec- 
trical Workers (AFL), involving 12,000 employees. 
Armour signed with three groups comprising 51,000 
employees. Swift, in four settlements, signed with 
37,680 employees. 

In view of the fact that the Federal Government 
ceased processing wage cases on February 2, there 
will no longer be any indication of WSB approval 
pending. The Executive Order also stated that all 
pending wage and salary increases, as well as fringe 
benefits, will be granted immediately and retroactively. 
No agency approval of any kind is required. The order 
affects approximately 9,200 contract petitions pending 
and 1,500 reports on health and welfare plans. Enforce- 
ment actions in some 4,000 pending cases will be car- 
ried on, since the Presidential Order does not excuse 
past violations of the act. 


Other SeHlements 


In addition to the settlements listed in the “Wage 
Adjustments” table, other contracts confirmed dur- 
ing the month included Cheyney Brothers, textile 
manufacturers, which announced a 1034 cents hourly 
reduction. This settlement affected 1,450 wage earners, 
members of the CIO Textile Workers in Manchester, 
Connecticut, and 150 salaried employees with no union 
affiliation. The contract runs for five years, retroactive 
to August 1, 1952. Also in the textile industry, the 
Men’s Neckwear Association of New York signed a 
three-year contract, effective September 1, 1952, with 
the CIO Clothing Workers, covering approximately 
1,800 workers. The contract grants no change in 
wages, but allows for reopening annually, or upon a 
five-point change in the Bureau of Labor Statistics 
cost of living index. 

The Association of Knitted Fabrics Manufacturers, 
in a wage reopening with the International Ladies’ 
Garment Workers, AFL, granted hourly increases of 
10 cents to knitters and 714 cents to mechanics and 
other workers. This is a cost of living increase, which 


% 


became effective November 17, 1952. In Salem, Massa. 
chusetts, the Naumkeag Steam Cotton Company an 
nounced a settlement with the CIO Textile Worker: 
granting a cost of living adjustment. 
Vircinia BoscHEN 
Pum Korn 
Grace Mepvin 
Statistical Division 


Saturday Holidays 


Some compaNnigs that usually grant paid holi 
days only when they fall on work days are changin 
their minds this year. With Memorial Day and Jul 
4th falling on Saturday, these companies believe tha 
sticking with the usual practice would mean too lon 
a stretch without a paid holiday. Companies grantin 
the “standard six” find no paid holiday betwee 
January 1 and Labor Day. Some that grant mor 
than six see no paid holiday between February 22 an 
Labor Day. Accordingly, some companies are plan 
ning to declare the Fridays prior to May 30 and Jul. 
4 as paid days off; others will grant the following Mon 
days as paid holidays. 

Jantzen Knitting Mills, Inc., for example, recentl 
announced a change in personnel policy under whic 
all holidays presently recognized by the company wi 
be paid regardless of whether they fall on a work da 
or not. Any holidays falling on Saturday, under Jant 
zen’s new practice, will be observed on Monday. Fo 
payroll purposes, any employee who works on th 
Saturday on which the holiday actually falls will re 
ceive normal overtime of time and one half. If h 
works on the Monday declared a holiday by Jantzer 
he'll get the holiday premium of double time. 

While some companies are now reviewing thel 
Saturday holiday practices, a Conference Board sut 
vey made late last fall (1952) showed that more tha 
half of the companies gave an extra day’s pay or a 
alternate day off to hourly employees when holiday 
fall on Saturday (see table). 


Pay for Holidays Falling on Saturdays or Other 
Nonscheduled Workdays Other than Sunday 


Hourly Employees Salaried Employees 


Practice No. % No. Y 

Total Companies .... 154 100.0 185 100. 
Employees given added 

day's; paya.er 2.) (2 50 $2.5 10 5. 
Employees given alter- 

nate day off ....... 87 24.0 54 29. 
Neither extra day nor 

POY) (<3 2 ees oe S- 67 48.5 121 65. 


Source: Studies in Personnel Policy, No. 180 
MANAGEMENT RECOR? 


Labor’s New Leadership 


* 


MINCE NOVEMBER, 1952, both the AFL and 

‘the CIO have chosen new presidents. Since 
anuary, 1952, three of the nation’s four largest unions 
—the Teamsters, Steelworkers and Carpenters—have 
Iso picked new presidents. 

Thus, as the Republican Administration comes into 
ower, the names and faces of top labor leadership 
lave changed almost completely from those of 1933 
yhen a Democratic Administration took over twenty 
rears ago. 

Walter Reuther was twenty-five years old in 1933 
vhen the New Deal-Fair Deal era began. He had not 
et started his climb to the CIO presidency. The idea 
f a CIO, for that matter, had not yet begun to cause 
umblings in the AFL executive council. Prominent 
n the executive council at that time were Matthew 
Noll (Engravers), Frank Duffy (Carpenters), G. M. 
3ugniazet (Electrical Workers), and A. O. Wharton 
(Machinists). William Green was AFL president 
ind Frank Morrison was the AFL’s secretary. 
xeorge Meany, then business agent of a Plumbers’ 
Jnion local, was about to move into the top job of 
he New York State Federation of Labor. 

The AFL per capita membership at the start of 
933 was 2,532,261. Its largest affiliate was the United 
Mine Workers, whose officers were John L. Lewis, 
resident, and Philip Murray, vice-president. William 
sreen had been secretary-treasurer of the UMW 
rom 1912 to 1924. 

A little later, during the heyday of labor’s rapid 


Union Presidents Who Have Held Office 
From 1933 to 1953 


Union President 
Mine Workers, ind. John L. Lewis 
Asbestos Workers, AFL Joseph A. Mullaney 
Bill Posters, AFL Leo Abernathy 
Bookbinders, AFL John B. Hagerty 
Boot and Shoe Workers, AFL John J. Mara 
Post Office Clerks, AFL Leo E. George 
Railway Clerks, AFL George M. Harrison 
Coopers, AFL James J. Doyle 
Photo-Engravers, AFL Edward J. Volz 


Ladies’ Garment Workers, AFL 


David J. Dubinsky 
Hod Carriers, AFL 


Joseph V. Moreschi 


Lathers, AFL William J. McSorley 
Longshoremen, AFL Joseph P. Ryan 
Potters, AFL James M. Duffy 
Pulp, Sulphite Workers, AFL John P. Burke 


Sleeping Car Porters, AFL A. Philip Randolph 


MARCH, 1953 
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rise, other names gained prominence in labor’s top 
echelons. Sidney Hillman and David Dubinsky, with 
John L. Lewis, were key financiers of the CIO. Mine 
Workers John Brophy, Van Bittner, and Allan §. 
Haywood were important in organizing CIO unions. 
Edward F. McGrady of the Printing Pressmen, as 
Assistant Secretary of Labor, was known as labor’s 
peacemaker. Dan Tobin became prominent not only 
as the Teamsters’ union chief but as head of the 
labor division of the Democratic National Committee 
in the 1936, 1940 and 1944 election campaigns. All 
took part in organizing drives that brought total 
union members to the 15 million mark, and brought 
three unions to claimed memberships of over 1 million. 

Among the names that were synonymous with union 
power and policy in the early New Deal days, few 
remain. John L. Lewis is the outstanding exception. 
A twenty-year span normally sees many leadership 
changes. But the greatest change in union leadership 
has occurred only within the past twelve months. To 
many, it is significant that the new leaders of the 
nation’s largest unions rose to power during the New 
Deal-Fair Deal era. None has held a position of major 
union responsibility during anything but a pro-union 
administration. 


THE SECRETARY OF LABOR—MARTIN P. DURKIN 


With the influx of new labor leaders in 1952 came 
one that was entirely unexpected—the selection by 
President Eisenhower of Martin P. Durkin as Secre- 
tary of Labor. Mr. Durkin is president of the United 
Association of Journeymen and Apprentices of the 
Pipefitting Industry, AFL. He is the first union mem- 
ber to be Secretary of Labor since William N. Doak 
of the Brotherhood of Railway Trainmen held that 
post in the Hoover cabinet. Under the first New Deal 
administration, Edward F. McGrady was appointed 
Assistant Secretary of Labor. 

Mr. Durkin, who is fifty-eight, has been president 
of the Plumbers since 1943. The union has granted 
him a leave of absence to become Secretary of Labor. 

Since the age of seventeen, Mr. Durkin has been 
associated with the plumbing industry. He left school 
after the eighth grade to become a steamfitter’s helper. 
Four years later he joined Plumbers’ Local 597 in 
Chicago as a journeyman plumber. During this time, 
he completed his schooling by attending night classes. 
He served during World War I for twenty-two 
months with the Thirty-second Field Artillery. 


: 
Changes in Leadership in the Past Twenty Years of f 
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1The United Textile Workers of America, AFL, helped found the 
CIO in 1935. In 1937, the UTWA gave its power of attorney to the 
CIO’s newly’ formed Textile Workers Organizing Committee headed by 
Sidney Hillman. In 1938, a part of the UTWA split with the TWOC 
and returned to the AFL as the United Textile Workers of America. The 


After World War I he returned to Local 597 and in 
1921 was elected assistant business manager of the 
local. In 1927 he became vice-president of the Chicago 
Building Trades Council. During this period and 
later, Mr. Durkin served on various boards and com- 
missions in the city of Chicago, having been appointed 
to these posts by Mayors A. J. Cermak and Edward 
J. Kelly. In 1933, Mr. Durkin was appointed Di- 
rector of Labor of the State of Illinois by Governor 
Henry Horner (Democrat). He continued in this post 
to 1941, through the Democratic state administration 
of Governor John Stell and during part of the term 
of Governor Dwight Green, Republican. 

Under Mr. Durkin, the Illinois State Labor De- 
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TWOC-CIO continued until 1939, when it was formally organized as the 
Textile Workers Union of America, CIO. a. 

2 Organized by the CIO in 1936 as the Steel Workers Organizing Com- 
mittee with Philip Murray as chairman. In 1942, the SWOC became the 
United Steelworkers of America. 


partment expanded from 300 civil service employees 
to 3,000. He revamped Illinois factory inspection 
procedures, and reorganized the state employment 
service. During this time, Illinois passed the state un- 
employment compensation act and established the 
eight-hour day. Later during his term of office, Mr. 
Durkin issued one ruling that brought condemnation 
from the CIO; he ruled that 20,000 members of the 
United Mine Workers, then CIO, who had gone on 
strike during contract negotiations, were ineligible 
for unemployment compensation. 


When Mr. Durkin left his post of director of labor 


in 1941, he was elected secretary-treasurer of the 
Plumbers’ union. In 1943, when President George 
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Founding of the ClO: The Committee for Industrial Organization, founded 
on November 10, 1935, was suspended by the AFL in 1936. The charter organiza- 
tion of the CIO included the heads of these eight AFL unions: United Mine 
Workers; Amalgamated Clothing Workers; International Ladies’ Garment Work- 
ers; United Textile Workers; Oil Field Workers; Mine, Mill and Smelter Workers; 
Hatters, Cap and Millinery Workers; and the International Typographical Union. 

Of this group, only three are CIO unions today: the Clothing Workers, the 
Oil Workers, and the Textile Workers.° 


ELECTRICAL 


Oa) fatal ee aad Vans A FITZGERALD =-=-~~>---—--- f= == === === 


(2) 


a a es, dete 


—_ —aoee woe ewe oe fe oe oe ew wn www we = J - ew ww eww wer eee oem cee noo wee sees er ece=— 
Ce ee ee 


Se eee ees Oe 


— dd 
Ne ee ee es lied eweoeem 


ee ee ee Ce 


ome ee ee ee ew oH oe ee ww ww ew eo ew wwe oe = = 
eee =- 


J. POTOFSKY .J.MCDONALD 


‘In cat a part of the UAW led by Homer Martin split and returned 
the AFL. 

‘In| 1949, the CIO expelled the UE as communist dominated and 
mediately chartered the International Union of Electrical, Radio and 
chine Workers to take over its membership and jurisdiction. 


fasterson of the union died, Mr. Durkin was elected 
esident. 


THE AFL—GEORGE MEANY 


The American Federation of Labor was founded 

1886 in Columbus, Ohio! with 188,000 members. 
rom then until late in 1952 it had had three presi- 
nts. Samuel Gompers was the first and, with the 
ception of one year, he remained in office until his 
ath in 1924. (John McBride won the presidency in 
94-95.) William Green was president from Decem- 


‘In 1881, the Federation of Organized Trades and Labor Unions 
s formed with Samuel Gompers as head. This organization was 
2 nucleus of the AFL. 


ARCH, 1953 


W.REUTHER 


95 


5 The Hatters and the Typographers were not suspended from the AFL 
because their presidents had acted as individuals in the CIO's formation. 
The International Ladies’ Garment Workers returned to the AFL in 1940; 
the United Mine Workers left the CIO in 1942, and the Mine, Mill union 
was expelled by the CIO in 1950 as a communist-duminated union. 


ber 19, 1924, till his death on November 21, 1952. 
Under Mr. Gompers, the AFL grew from its original 
138,000 members to about 4 million in 1920. Then 
in 1928, it dropped down to 3 million. Under William 
Green the AFL membership stayed close to $ million 
until the early Thirties. During the New Deal-Fair 
Deal, the AFL grew to its present 8 million. 

George Meany, newly elected president, takes over 
the AFL at its peak strength. His early ycars in labor 
parallel those of Martin Durkin. He was born in New 
York the same year, 1894; became an apprentice 
plumber i 1910, and joined Local 463 of the Plumb- 
ers as a journeyman four years later. In 1922, he was 
elected business agent of the New York local and 
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in 1934 he was elected president of the New York 
State Federation of Labor. 

As president of the New York State Federation, 
Mr. Meany lobbied effectively for passage of new 
state labor laws. The AFL claims that more prolabor 
legislation was enacted while he was president of 
the New York State Federation than during any other 
period. He was elected unanimously to the post of 
secretary-treasurer of the AFL in 1939 when Mr. 
Morrison, then eighty years old, resigned. In the 
nominating speeches, AFL leaders emphasized that 
George Meany had transformed the New York State 
Federation from a group of self-seeking politicians to 
an efficient organization. At the time of his election to 
AFL secretary-treasurer, the New York State Fed- 
eration had one quarter of the AFL’s members. 

During his term as, secretary-treasurer, labor ob- 
servers point to two events that tabbed Mr. Meany 
as the coming leader of the AFL. In 1945, in London, 
he spoke out against the formation of the World 
Federation of Trade Unions and kept the AFL from 
joining. He labeled the WFTU a communist-inspired 
organization, geared to communist needs.1 Later, Mr. 
Meany backed the formation of the anticommunist 
International Confederation of Free Trade Unions. 

Then, at the 1947 AFL convention, George Meany 
and John L. Lewis (who had then returned to the 
AFL) debated whether AFL unions should comply 
with the Taft-Hartley Act by signing the noncom- 
munist affidavits. Mr. Meany was for signing and the 
AFL voted to follow his view. In the following years, 
he aided William Green in many presidential jobs. 

On election to the AFL presidency by its executive 
council on November 25, he issued another call for 
AFL-CIO unity. The AFL in the past has issued unity 
calls, but all were in the form of invitations to the 
CIO to “return to the house of labor.” George 
Meany’s initial statement dropped the “prodigal son” 
note and called for merger discussions on equal terms. 
Since then, Mr. Meany has stated his willingness to 
step down as AFL president if it will help unity. 


THE CIO—WALTER REUTHER 


The CIO, until Mr. Reuther’s election late last 
year, had had only two presidents, John L. Lewis and 
Philip Murray. The CIO was founded in 1935 as the 
Committee for Industrial Organization. Eight AFL 
union representatives were active in its founding. 


+The WFTU, from the CIO’s point of view, was not communist 
dominated at the time of its formation. A CIO spokesman explains: 
“The development of the WFTU during [World War II] was as 
much a product of the activity of the CIO and the British Trades 
Union Congress as it was of the Russians. . . . It was only after our 
later experience—and particularly after the adoption of the Mar- 
shall Plan—that we got out of the WFTU, not because it was 
clearly communist dominated at that moment but because the 
changed attitude of the communist unions made impossible the 
further existence of an outside organization dedicated to demo- 
cratic world goals. WFTU, from the time that the democratic 
unions withdrew, did become completely communist dominated.” 


Of the original founding unions, only three are st 
in the CIO (see chart). John L. Lewis was chai 
of the original committee. In 1938, when the 
formally organized and changed its name to Congi 
of Industrial Organizations, John L. Lewis becai 
the CIO’s first president. 

In the 1940 presidential election, Mr. Lewis can 
paigned for Wendell Willkie saying he would resig 
his post as CIO president if Mr. Roosevelt was 
elected. At the CIO’s convention that year, M 
Lewis resigned and Philip Murray became preside 

At its founding, the CIO claimed a million m 
bers; during World War II, the CIO claimed a men 
bership of 6 million. Now Walter Reuther takes ové 
with a membership that numbers about 4.5 millio 

Of the leaders of the nation’s major unions, M 
Reuther’s union activity is the shortest; his rise th 
fastest. Born in 1907 in Wheeling, West vega 
Reuther first joined the UAW—West Side Local 1 
—in 1935. His activity in this local boosted the mer 
bership from seventy-eight in 1936 to 30,000 in 193 
and won him a place on the UAW executive boar 
His work in the General Motors and Ford organizin 
campaigns lifted him to a vice-presidency in 1942. 

The role Walter Reuther played in the 1946 n 
gotiations with General Motors for the “first round 
of wage increases is generally credited with winnin 
him the UAW presidency that year. (These negotia 
tions, that started in 1945, involved a gover 
ment fact-finding board and a 113-day strike, an 
ended in an 18.5 cent hourly increase for the workers. 
As president in 1946, he faced a split union, wit 
opposition led by George Addes, then the secretary} 
treasurer. By 1947, he had consolidated his positiot 
He was reelected overwhelmingly, defeating the Adde 
faction and bringing in his own slate of officers ths 
included Emil Mazey as secretary-treasurer. 

In 1946 he also became CIO vice-president a 
1949 was active in the fight to expel communist union 
from the CIO. That year he also was chairman ¢ 
the CIO’s delegation at the founding session of t 
International Confederation of Free Trade Catal 

Mr. Reuther has already indicated that he a 
meet with Mr. Meany to discuss AFL-CIO unity. 
like Mr. Meany, he has stated he is willing to ste 
down from the presidency to aid in such a merge 


THE TEAMSTERS—DAVE BECK 


In recent years, the total number of union mem bel 
in the United States has hovered around 15 mi 


? The CIO has consistently claimed “about 6 million members. 
At its most recent convention, voting strength allotted variot 
unions totaled 5,612,687. The fact that this was an inflated 
was conceded during the election of officers. The latest avai 
CIO financial statement (1951) shows per capita receipts ft 
4,082,222. This is viewed as a minimum figure since the unio 
do not pay per capita tax on their full membership. Informe 
estimates place the CIO’s membership in the neichborhegly 
4,500,000. See Management Record, Dec. 1952, p. f 


MANAGEMENT RECOR 


s fact, plus membership figures of certain unions, 
e led analysts to speak of unions as having reached 
saturation point. But the term “saturation point” 
never been applied to the Teamsters’ union. 
t of the reason behind this is the very wide juris- 
‘ion of the Teamsters, sometimes phrased as “any- 
1g with wheels.” The other part of the reason is 
ve Beck, whom the Teamsters call “a spark plug 
iggressiveness.” It was Mr. Beck who was chiefly 
yonsible for expanding Teamsters’ jurisdiction 
hin the AFL to include warehousemen. 
fr. Beck, one of labor’s more controversial figures, 
k over the leadership of the Teamsters from Dan 
yin, one of labor’s more colorful figures. He now 
ds the largest union in the AFL. Its claimed mem- 
ship of 1,110,000 puts it in a seesaw race with the 
Ys UAW for the title of the nation’s largest union. 
.t its present strength, the Teamsters’ union is 
ut a thousand times as large as when it was 
nded in 1899. (Then it had 1,200 members; in 
3, it had 70,000.) The president for forty-five of 
fifty-three years has been Daniel J. Tobin. As of 
ember 1, 1952, Mr. Tobin became president emeri- 
_ but he retains his position as fourth vice-presi- 
t of the AFL. 
fr. Beck’s influence and power in the Teamsters’ 
on has long been an established fact. In 1947, 
Teamsters created a new office of executive vice- 
sident and Mr. Beck was elected to fill the job. 
power stems from his intensive organization work 
the Northwest, where he created the Western 
ference of Teamsters. 
n his home state of Washington, Mr. Beck has 
d positions of influence outside labor. He served 
the Washington state parole board in 1935. And 
1948 he was appointed to the board of regents 
the University of Washington by Governor Mons 
lgren. He was chairman of the finance committee 
the board of regents and is given much credit for 
university’s large building program. Later as 
irman of the board he forced the ouster of faculty 
mbers whose loyalty to the United States was 
stionable. For his anticommunist activity, the 
erican Legion has given him its distinguished 
vice award. 
fr. Beck was born in California in 1894 but spent 
st of his life—and all of his union life—in Seattle, 
shington. He started working before completing 
h school but later took extension courses from the 
versity of Washington. After serving as an aerial 
ner in World War I, he returned to Seattle, drove 
aundry truck and joined the Laundry and Dye 
vers’ Local Union 566 of the Teamsters. 
$y 1924 he was secretary-treasurer of the local and 
1925 he was elected local president. (He is still 
sident of Local 566.) That same year the Teamsters 
1 their convention in Seattle with Dave Beck in 
rge of preparations. Dan Tobin liked the way he 
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handled things and placed him on the international’s 
payroll as part-time organizer. Two years later, in 
1927, he was appointed a general organizer with head- 
quarters in the Pacific Northwest. In 1940 he was 
elected vice-president of the Teamsters, and at the 
union’s next convention in 1947, moved up to the 
newly created position of executive vice-president. 

It was during the Thirties, however, that Mr. Beck 
became a power in the Teamsters’ organization 
through his work in the West. He built the Teamsters’ 
organization in Washington by encouraging employ- 
ers to sign association-wide contracts with the Team- 
sters. And by controlling trucking, he was able to 
control the organization of unions that depend upon 
trucked products, principally the retail clerks, and 
cannery and processing workers. 

When trucking expanded to long hauls between 
cities, Mr. Beck expanded with it. He devised the 
Western Conference of Teamsters, a centralized or- 
ganization designed to pool the resources of all the 
locals in eleven western states. This was broken down 
into trade divisions along lines of Teamster juris- 
diction. And a central pool of organizers appointed 
by Mr. Beck was available to push organization in 
all the trade divisions within the region. Under this 
intensified organizing program, the Western Confer- 
ence grew to about 300,000 members by 1947, when 
Dave Beck was made executive vice-president of the 
Teamsters in charge of all organization. 

As executive vice-president, Mr. Beck has put the 
Western Conference technique on a national basis by 
organizing national conferences of the various team- 
ster trades. The first experiment was in 1948 with 
the “Over the Road” trucking campaign. Under this 
system, all over-the-road truck drivers were checked 
at certain key points to see if their “dues were paid 
up.” Later he set up national conferences of the dairy 
truck drivers, warehousemen, etc. 

Mr. Beck’s drives to expand the Teamsters’ union 
to the very letter of its jurisdiction—as interpreted 
by Mr. Beck—has brought him into frequent con- 
flicts with other unions. He has had tiffs with the 
AFL Carpenters and the CIO Woodworkers when 
he attempted to organize log haulers. He has fought 
against Harry Bridges’ Longshoremen and Ware- 
housemen’s Union—first when Mr. Bridges attempted 
to move north in Pacific Coast warehouses, and later 
when Mr. Beck attempted to move south into Mr. 
Bridges’ warehousing territory. His most celebrated 
battle was the fight in 1948 with the AFL Machinists 
over the warehousemen at Boeing’s Seattle plant. 

As Teamster president, Mr. Beck has several 
changes in mind for his union. The establishment 
of national trade divisions has already given the 
Teamsters a more centralized organization with a 
strong corps of organizers. And his plans call for set- 
ting up a department head for each national trade di- 
vision. Then, he will add an economic and statistical 
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bureau and a national public relations and promo- 
tional department to the central headquarters. He 
has already moved the Indianapolis headquarters of 
the Teamsters to Washington, D. €. He has recently 
set a new Teamster membership goal of 3 million, 
and announced plans to spend $5 million for organ- 
izing purposes during the next five years. 


STEELWORKERS—DAVID J. McDONALD 


The United Steelworkers of America, CIO, was 
formed on June 13, 1936. It was then known as the 
Steel Workers Organizing Committee of the CIO. The 
SWOC was staffed by John L. Lewis from his mine 
union headquarters. Philip Murray, vice-president of 
the United Mine Workers, was appointed director 
of the steel drive. John Brophy, Van Bittner and 
Patrick Fagan also came from the Mine Workers to 
spark the organizing campaign. David J. McDonald, 
who had been secretary to Mr. Murray in the UMW, 
was made secretary-treasurer of the SWOC. 

In 1942, the SWOC held a constitutional conven- 
tion and was formally organized as the United Steel- 
workers of America, CIO. Philip Murray was elected 
president and David McDonald secretary-treasurer. 
Following the death of Mr. Murray on November 9, 
1952, the Steelworkers’ executive council met and 
named Mr. McDonald acting president. A referen- 
dum vote among all Steelworker union members on 
February 10 made him president. 

Although Mr. McDonald’s early union experience 
was with the Mine Workers, his earliest work was 
in the steel mills. His father and grandfather had also 
been steelworkers. Mr. McDonald, born on Novem- 
ber 22, 1902, left high school when he was fifteen to 
take a job in the Pittsburgh steel mills. He completed 
high school at night and later took courses at 
Duquesne University and then at the Carnegie In- 
stitute of Technology. 

For almost thirty years, Mr. McDonald was one of 
Philip Murray’s closest associates. He was twenty-one 
when Mr. Murray hired him as his secretary. From 
then on he moved with Mr. Murray. His official title 
became secretary and assistant to the vice-president 
of the United Mine Workers. He was part of the team 
that supervised Mine Worker negotiations and strikes 
in the late Twenties and early Thirties. He assisted in 
the reorganization of the UMW in 1933. And when 
Philip Murray went to Washington to serve on the 
board of the NRA, Mr. McDonald went with him. 

When SWOC was formed David McDonald, be- 
sides being secretary-treasurer, was active in organ- 
izing and collective bargaining. He has been one of 
the chief negotiators at all the major steel bargaining 
sessions. 

Mr. McDonald has also been active in the high 
echelons of the CIO as a member of the executive 
board, secretary of the CIO’s political action com- 
mittee and secretary of the CIO’s southern organiz- 
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ing committee. He has been one of the CIO’s ki 
international representatives serving on the gener 
council of the International Confederation of Fr) 
Trade Unions and the Committee on a | 
and Latin American Affairs. 

As head of the Steelworkers union, Mr. McDonal 
heads the second largest union in the CIO and one + 
the three unions in the country that claims over 
million members. At the recent CIO convention, M 
McDonald led the campaign in behalf of Allan 
Haywood for CIO president. 


THE CARPENTERS—MAURICE A. HUTCHESON. 


William L. Hutcheson had been president of th 
United Brotherhood of Carpenters and Joimers ¢ 
America, AFL, for thirty-six years when he retire 
from office on January 1, 1952. “Big Bill” Hutchesor 
however, has not severed connection with the Cai 
penters. He is now president-emeritus as well as ey 
ecutive director of the Carpenters’ home for age 
members. And he will continue on the AFL exect 
tive council as first vice-president. He took office i 
1915 when the union had about 200,000 member 
and, according to the Carpenters, “scarcely a dolla 
in the bank for each member.” He passes on to hi 
son Maurice, now president, a union claiming ove 
750,000 members with assets “running into eigh 
figures.” 

The Carpenters’ new president, M. A. Hutchesor 
was born in Michigan in 1897. He has been a membe 
of the Carpenters for thirty-eight years. In 1914 
when he was 17, he joined Local 75 as an apprentice 
He served two years in the Navy during Worl 
War I, then returned to carpentry work, 

For about ten years, he worked in many parts 0 
the United States in dock building, shipbuilding an 
general carpentry and mill work. Then, in 1928, h 
was brought into the Indianapolis headquarters o 
the union as an auditor. Ten years later, the offic 
of first general vice-president was open upon th 
death of George Lahey. The general executive boar 
elected Mr. Hutcheson to fill the post. 

During his thirteen years as the Carpenters’ vice 
president, Mr. Hutcheson aided in developing an ex 
panded apprenticeship program. He also started al 
information service for union locals which covere 
labor legislation, government directives and develop 
ments in the construction industry. He has also pro 
duced several movies about the Carpenters’ union 
Mr. Hutcheson has been a vice-president of the AFL’ 
Building and Construction Trades Department an 
a member of the Joint Jurisdictional Board for a 
Settlement of Jurisdictional Disputes. 

The Carpenters’ union, which M. A. Hutches 
now heads, is the AFL’s second largest union; on 
the Teamsters tops it in AF'L convention delegates. — 
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— Labor Press Highlights 


PRODUCTIVITY PAY URGED BY AFL 


DEPRESSION is not imminent,” says the AFL. 


_ “We still have . . . at least a year of stability, 
ely supported by defense outlays.” 

ut to forestall a slump in 1954, the AFL News- 
orter calls for increased purchasing power through 
luctivity pay hikes. The gap between production 
the purchasing power is widening, according to 
AFL. “Since 1949, productivity has increased 
% while real wages of factory workers have gone 
mly 7%.” Unemployment was averted last year, 
rding to the AFL, only through the stepped-up 
1 of the armed forces for 550,000 more men. 

he AFL contends that a growing market for goods 
ssential if existing plant capacity is to be used 
itably and expansion is to continue. Yet, says the 
, report, the rise in real wages has been less than 
in the last two years, although industrial produc- 
y had climbed from 2.5% to 4% annually. 

he AFL’s analysis, according to Labor (railway 
r unions, AFL and independent), confirms the 
tion taken by the nineteen railway labor organiza- 
s in demanding that the railroads grant a 3% 
luctivity pay increase. The arguments presented 
he unions representing nearly 1.5 million railroad 
kers stressed the importance of increasing pur- 
ing power. Referee Paul Guthrie was expected to 
on the railroad pay demand late in February. 


wood Death Delays Unity Meeting 


re death of Allan S. Haywood, executive vice-president 
1e CIO, caused labor leaders to delay scheduled talks on 
y for the AFL and CIO. 

ine AFL leaders were to meet with eleven CIO repre- 
atives late last month to explore unity possibilities, re- 
s The CIO News. AFL President George Meany heads 
AFL committee. Members are William L. Hutcheson, 
yenters; Matthew Woll, Photo-Engravers; Daniel J. 
nm, Teamsters; Harry C. Bates, Bricklayers; W. C. 
erty, Letter Carriers; David Dubinsky, Ladies’ Garment 
kers; Charles J. MacGowan, Boilermakers; and Daniel 
[racy, Electrical Workers. The CIO group, led by Presi- 
, Walter P. Reuther, includes David J. McDonald, Steel- 
cers; Joseph Beirne, Communications Workers; L. S. 
kmaster, Rubber Workers; Joseph Curran, Maritime 
m; O. A. Knight, Oil Workers; Michael Quill, Transport 
kers; Emil Rieve, Textile Workers; and Frank Rosen- 
a, Clothing Workers. 

3 a footnote to merger discussions, the Shoe Workers 
mal (AFL) discloses that for the past year the CIO and 
, shoe unions have held conferences covering national 
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bargaining problems. The conferences began with a “no 
raiding” agreement that both unions have lived up to, says 
the Journal: “We expect further conferences will be held 
and perhaps we will eventually arrive at a basis for closer 
cooperation which may lead to one big union of shoe workers 
which would include the independent unions not affiliated 
with the CIO or the AFL.” 


Teamsters Move to Washington 


The AFL Teamsters’ international headquarters, as of 
February 15, opened for business in Washington, D.C., 
reports The International Teamster. Till now the Teamsters’ 
central offices have been in Indianapolis, Indiana, also home 
of the AFL Carpenters. The move was decided upon several 
years ago by the union’s general executive board but was 
hastened by new Teamster President Dave Beck. Original 
Teamster plans called for a building of its own. But now the 
Teamsters will share the newly constructed home of the 
AFL Letter Carriers Union at First and Indiana Avenues. 

Forty-one lawyers who are legal counsels for locals of the 
AFL Teamsters’ union have joined to form the National 
Conference of Teamster Lawyers, reports The St. Louis 
Labor Tribune (AFL). The purpose of the group is to safe- 
guard legal rights of the Teamsters, reports The Labor 
Tribune, by acting as a clearing house for all legal informa- 
tion and cases that affect the union. The conference will 


set up a central office at the Teamsters’ headquarters in 
Washington, D.C. 


Steelworkers Tally Sixteen-Year Wage Gains 


Since the United Steelworkers of America, CIO, was 
founded in 1936, steelworker wages have about tripled, 
claims Steel Labor. The wage analysis was prepared by the 
union’s research department on the basis of U.S. Steel’s 
presentation before the Wage Stabilization Board’s steel 
panel. These figures cover the period from 1937 through 
1952: 


“Straight time hourly earnings have increased 197%. 

“Gross average hourly earnings have risen by 212.1%. 

“Gross weekly earnings have climbed by 221.5%. 

“U.S. Steel’s northern subsidiaries to $1.404 in southern 
steel-producing subsidiaries,” (Wage gains figures cited in- 
clude about 25 cents in fringe gains. ) 


AFL, CIO Cite New Textile Switches 


In the continuing textile organizing battle, the AFL Unit- 
ed Textile Workers report election victories at the Duplan 
plant in the North and six Cone Mills plants in the South. 
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In addition, The Textile Challenger (AFL) reports that AFL 
Textilers won an election at the previously unorganized 
Greensboro plant of the Cone Mills by a vote of 1,080 to 
886. The three Pennsylvania plants of the Duplan Company 
switched from the CIO by a vote of 823 for the UTWA-AFL 
to 658 for TWUA. The AFL, which now describes the CIO 
Textile Workers as a “crumbling union which has given up 
hope of holding the South,” claims that the CIO union 
recently dropped thirty organizers—all but three of whom 
had been organizing in the South. 


Briefs Cu 


The CIO Textile Union counters with claims of thn 
election victories. Textile Labor (CIO) reports that ; 
Canadian unit of the AFL Textile Workers switched to th 
CIO by a vote of 227 to 12. A unit of Erwin Mills in No 
Carolina that last year left the CIO for the AFL returned 
the CIO by fifty-two to twenty-one. And a Rhode Islan 
unit voted to stay with the CIO, 159 to 108. 


Harowp Srimcuitz 
Division of Personnel Administrati 
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PENSIONS AND OTHER BENEFIT ' 


Renegotiability of Pension Costs 


How much of an employer’s pension costs can be 
put on the bill for government contract work? Accord- 
ing to Section 103 (f) of the Renegotiation Act of 
1951, the pension cost must meet two tests in order to 
be allowed as an item of cost: 

e It must be an allowable deduction under Chapter 
1 of the Internal Revenue Code. 

e It must be properly allocable, in whole or in part, 
to renegotiable business. 


Staff bulletin number 9, put out by the Renegotia- 
tion Board for the guidance of personnel engaged in 
renegotiation, lists six types of “items of cost” which 
should be considered. These are: 


1. Payments to irrevocable funded pension plans 
for past services. 

2. Payments to irrevocable funded pension plans 
for current services. 

3. Payments to pensioners, directly or indirectly, 
pursuant to revocable funded pension plans or any 
nonfunded pension plans or contracts. 

4. Gratuitous payments to former employees. 

5. Payments to revocable funded pension plans 
not covering amounts paid out to specific pensioners. 

6. Charges to current operations for estimated 
pension costs, not accompanied by any actual pay- 
ments, but pursuant to nonfunded pension plans. 


Items 5 and 6 are not allowable as deductions under 
the Internal Revenue Code and will therefore not be 
allowed as costs in renegotiation. Since items 1, 2, 3, 
and 4 are allowable under the Internal Revenue Code, 
the only question the Renegotiation Board has to 
determine is whether or not the payment is properly 
allocable in whole or in part to renegotiable business. 

The board considers that items 1, 3, and 4 are 
properly allocable in part to renegotiable business. 
Although computation of these costs is based upon 


business done in former years (and therefore pr 
sumably not renegotiable) benefits accrue in th 
present and future in the form of higher productivi 
labor stability, etc. Payments under item 2 are a 
proper charges against renegotiable business to t 
extent that they are allocable to such business. | 

. 


In line with a previous decision of the Renegotiaaly 
Board, the allowable pensidn costs will be allocat 
between renegotiable and nonrenegotiable business on 
the same basis as other costs incurred by the con 
tractor. 


New and Increased Benefits 


The Northrop Aircraft Company has adopted a: 
tirement program, effective August 1, 1952. The pi 
gram consists of a basic noncontributory pension 
and a supplemental contributory plan. The basic 
provides a past service benefit of $1 times year 
service (for the first $300 monthly earnings a 
August 1, 1952) plus 1.25% of the amount of mon 
earnings in excess of $300, times years of service. 
basic future service benefit is $1 times years of se 
on the first $300 per month, plus 1.25% of the exee 
multiplied by years of service. Minimum basic pension 
after ten years of service is $25 per month, not includ- 
ing Social Security. 

* * * 

The American Telephone and Telegraph Comp 
has made two changes in its pension plan, effec 
September 1, 1952. The minimum pension for emp 
ees with twenty years of service has been increased. 
From now on it will be $100 per month minus half! 
Social Security benefit. Formerly, the entire Soe 
Security benefit was deducted. S 

The other amendment provides that the Social | 
curity deduction from the pension check as determ 
at the time of retirement will not be increased bec: 
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ny changes in the Social Security law made after 
employee’s retirement date. 

he Bell System’s pension and benefit plans passed 
r fortieth birthday on January 1, 1953. 


ity Annuity Plan Wins Treasury Approval 


n equity annuity pension plan formulated by the 
g Island Lighting Company has gone into effect 
ywing approval by the Treasury Department. The 
1 supplements the company’s regular group annuity 
1. It provides that substantially all of the trust 
1 is to be invested in equities. Retirement income 
er the plan is defined not in terms of a fixed number 
ollars but in terms of units whose dollar value will 
y with market conditions. Like the plan adopted 
the Teachers’ Insurance and Annuity Association,’ 
plan attempts to gear the amount of retirement 
me to the cost of living. 
his is the first time the Treasury Department has 
roved an equity annuity plan for a corporation. 
embership in the TIAA fund is restricted to 
Jemic people in universities, foundations, etc.) The 
amissioner of Internal Revenue had formerly re- 
Jed a pension plan within the meaning of Section 
(a) as one that provided a dollar benefit based on 
finite formula. 


ws of Profit Sharing Plans 


mployees of the Cleveland Pneumatic Tool Com- 
y have just acquired complete ownership of their 
pany. Their two profit-sharing trusts—one for 
tly employees and one for salaried—have arranged 
uy all of the company’s capital stock. The seller is 
y Fund, of Boston, a pension trust for employees 
[extron, Inc. The price is $11,800,000. Under the 
r ownership arrangement, the profit-sharing trust 
the Cleveland company’s salaried employees will 
e 51% control and the hourly employees’ trust will 
e 49% control. 


* * * 


. deferred- profit-sharing plan, called the retirement 
me and thrift incentive plan, has been adopted by 
erated Department Stores, Inc., and submitted to 
kholders for approval. Employees do not have to 
tribute to the plan, but may contribute from 2% 
5% of yearly compensation up to $20,000. This 
1ey will be invested in government bonds. The 
\pany will contribute 6% of its annual income be- 
. taxes. This will be invested in company common 
%k and allocated among participants on the basis 
ength of service and of how much they contribute 
he plan. 


Management Record, February, 1952, pp. 59-60. 
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The cash and investments representing employee 
contributions and the vested portion of the company 
contributions will be paid to the employee or his 
beneficiary when he retires, dies, withdraws from the 
plan, or leaves the company’s service. 


Machinists Set Up Health Department 


The International Association of Machinists, AFL, 
announces the establishment of a medical and health 
department. According to the union newspaper, The 
Machinist, the new department will: 


e “Assist district and local lodges in setting up 
group health programs to provide IAM members 
with prepaid health insurance. 

e “Present the union’s program for helping to 
solve the high cost of doctor bills and other pressing 
health problems in testimony before Congressional 
committees, state legislatures and the medical pro- 
fession. 

e “Study the changing conditions in the shops to 
help improve industrial health. 

e “Write articles on health for IAM publications 
dealing with health problems of IAM families and 
showing the advantages of group health plans in 
helping members to obtain adequate medical care 
within their budgets.” 


Dr. William A. Sawyer, recently retired from the 
medical directorship of the Eastman Kodak Company, 
will head the IAM medical and health department. 


Activities for Retired Employees 


Metropolitan Life Insurance Company has begun 
publishing a four-page quarterly newsletter especially 
for its retired employees all over the country, who now 
number over 4,000. The publication, which is entitled 
Supplement, contains news items about the activities 
of pensioners, and short features on how some of them 
are meeting the problems of retirement. The first issue 
also has an article on bookbinding as a useful hobby, 
and an explanation of what recent changes in Metro- 
politan’s hospital-surgical plan mean for retired em- 
ployees. 


* * * 


The Northwestern Mutual Life Insurance Company 
is also publishing a newsletter for its “alumni.” Among 
other items of special interest to pensioners, Volume I, 
Number 1, announces the winner of a contest held to 
choose a name for the recently opened lounge for re- 
tired employees. The winning name: “Dunwurkin 
Den.” 1 

Lois E. Forpr 
Division of Personnel Administration 


AFL Hits Labor Racketeers 


Basing its decision on disclosures of waterfront cor- 
ruption by the New York State Crime Commission, 
the AFL executive council issued an ultimatum to the 
AFL International Longshoremen’s Association to 
purge itself by April 30. In a letter to ILA President 
Joseph Ryan, the AFL executive board: 


e Denounced the practice of ILA officials ac- 
cepting gifts and bribes from employers and called for 
their removal from office and elimination from the 
union “forthwith.” 


e Called for elimination of the so-called shape-up 
which, they say, “encourages kick-backs,” and de- 
manded that ILA President Ryan take “immediate 
and effective action” to supplant the shape-up hiring 
method by “a system of regular employment and 
legitimate hiring methods.” 


e Demanded the immediate removal of ILA union 
representatives with criminal records from “all posi- 
tions of authority.” 


e Demanded that democratic procedures be put 
into operation in ILA local unions “so that members 
who work on the waterfront will be able to select true 
and capable trade union leaders who will serve the 
best interests of the AFL and be free from the taint 
of crime and racketeering.” 


Longshoremen Must Act by April 30 


The AFL executive council’s letter to ILA Presi- 
dent Joseph Ryan finished with this ultimatum: “The 
executive council will expect a report from you advis- 
ing that the above recommendations have been and 
will be complied with on or before April 30, 1953.” 

The expiration date of the ultimatum comes shortly 
before the excutive council reconvenes for its May 
meeting. If ILA compliance is not forthcoming at that 
time, labor observers point out that the executive 
council could take steps to revoke the AFL charter of 
the present Longshoremen’s union and grant a charter 
to another group dedicated to cleaning up the water- 
front. On the question of whether this would be an 
abandonment of the AFL’s principle of autonomy for 
its affiliated units, the AFL says, “No affiliate of the 
AFL has any right to expect to remain an affiliate ‘on 
the grounds of organizational autonomy’ if its con- 
duct, as such, is to bring the entire movement into 
disrepute.” 


LABOR RELATIONS 


Dave Beck, president of the International Bro 
hood of Teamsters, AFL, also acted on New 
State Crime Commission disclosures. He order 
trustee to take over Teamster Local 202 after 
crime commission testimony showed irregulariti 
the conduct of Joseph Papa, the local union’s offi 
Dave Beck set forth the Teamster position in 
words: 


“Whenever there are indications of the possibili 
misappropriation of funds by a local union, or conni 
with industry or politicians, it shall be the conti 
policy of the international union to engage a ce 
public accountant in addition to our own auditor an 
immediate plans for a thorough investigation and, if 
ranted, a trial. This international union, a chartered 
ate of the American Federation of Labor, recog 
grave responsibility to keep its house clean.” 


AFL Demands UAW-AFL Revoke Charter 


On another front, the AFL executive council called 
on the United Automobile Workers, AFL, to revoke — 
the charter of Local 102, a New York local headed | 
John Dioguardi, alias Johnnie Dio, a convicted ext 
tionist. While the UAW-AFL has not as yet rev 
the charter of this local, it did revoke the chart 
another New York local union—Local 198—shor 
after its president was arrested on charges of extor 

The UAW-AFL also revoked the charter of B 
lyn Local 136-A whose principal officer was a fo 
convict. 


tn 
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"Contract Bar" Upped to Five Years 


In an unprecedented action, the National L 
Relations Board held that five-year collective bar|) 
gaining contracts in the automobile and farm equip: }), 
ment manufacturing industries may constitute a b . 
to representation elections for their full five- 
terms. Up to that time, the NLRB had held th. 
union contract could not bar a new representati 
election for a period longer than three years. i 

The NLRB’s action upheld the contention of t 
employers in the auto industry and three unions th 
their five-year contracts should operate as “bars” 
elections during their full term. The employers urgi 
their contracts as “bars” were General Motors Co 
ration and the auto parts manufacturing divisio 
Bendix Aviation Corporation. Allis-Chalmers Mai 
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wing Company, the employer involved in the 
(equipment industry case, was willing to waive 


~isontract as a bar if it could maintain its provisions 


Ke the full term. The unions urging their contracts 
1 bars” were the CIO Automobile Workers Union, 
ail 125 of the AFL Firemen and Oilers union and 


| 4 Bendix Industrial Police Association (unaffili- 


My 

j, making its ruling, the NLRB unanimously dis- 
sted petitions for new representation elections at 
Wfollowing four plants: General Motors Detroit 
smission Division, by an individual employee; 
ral Motors sparkplug plant at Milwaukee, Wis- 
_odsin, by Local 125 of the AFL, Firemen and Oilers, 
n; Bendix Auto parts plant at South Bend, Indi- 
by the United Plant Guard Workers of America 
jaffiliated); and West Allis, Wisconsin, plant of 
A s-Chalmers, by Local 248 of the CIO Auto Work- 
nion. 


4 Standard: Coverage of Industry 
‘he decision changed the NLRB’s earlier rule that 


1 )-term contracts would be held to bar a representa- 
] election among employees only when it was proven 
| contracts of such duration were the “custom in 
RB sail. ” In reversing its earlier rulings the 


B said: 


“Tn place of the former test predicated on ‘custom in the 
idustry,’ the test to be applied here determines the reason- 
“pleness of contract duration for contract-bar purposes on 
je basis of whether a substantial part of the industry is 
vered by contracts of a similar term.” 


a giving figures to support five-year contracts by 
gnew “coverage of the industry” rule, the NLRB 
Ged that 537,500 employees in the automobile manu- 
‘uring industry are covered by five-year contracts. 
‘+ NLRB said that the General Motors contract 
: United Auto Workers Union (CIO) was the 
leer five-year agreement in the auto industry and 
at nine major auto makers now have contracts of 
ailar duration. 
‘n the farm equipment industry, the NLRB noted 
| uther:that three of the four major producers of 
cultural machinery had five-year contracts, and 
| Sit these covered 38,000 employees. 


i WRB Traces “Contract Bar’ History 


7 NLRB gave the changing labor relations eee’ 


racing the history of its policy on contract bar 
ates, the NLBB said: 


“Whenever a contract is urged in bar, the board must 


i # 1 ° ° ° ° 
valance two separate, and sometimes conflicting, inter- 
| 
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ests: stabilizing labor relations for the duration of a con- 
tract secured through bona fide bargaining, and protecting 
the exercise by employees of full freedom of designation of 
representatives of their own choosing. 

“During the period when the techniques and potential- 
ities of collective bargaining were first being slowly devel- 
oped under the encouragement and protection of federal 
legislation, the board laid greater emphasis upon the right 
of workers to select their representative frequently than 
upon prolonged adherence to a bargaining agent, once 
chosen. At that time, the board held that even two-year 
contracts were ‘unreasonable’ and would not operate as a 
bar after their first year. In 1938, when only one-year 
contracts were bars for their duration, the board did not 
believe that ‘under the policies and provisions of the act, 
employees should be precluded from having the oppor- 
tunity to select new representatives for a period as long as 
five years.’ 

“Tn 1947, the board held that collective bargaining had 
‘so emerged from a stage of trial and error’ that ‘the time 
has come when stability of industrial relations can better 
be served, without unreasonably restricting employees in 
their right to change representatives, by refusing to inter- 
fere with bargaining relations secured by collective agree- 
ments of two years’ duration . . . even in the presence of 
a contrary custom in the industry.’ The board also recog- 
nized that contracts of more than two years’ duration 
might, under certain circumstances, be a bar for their 
term, but has not previously held that employees should 
be precluded from changing representatives for a period 
longer than three years. 

“We believe the time has arrived when stability of 
labor relations can better be served, without unreasonably 
restricting employees in their right to change representa- 
tives, by holding as a bar collective bargaiuing agreements 
even for five years’ duration when, as here . . . a sub- 
stantial part of the industry concerned is covered by 
contracts with a similar term.” 


Severance Pay if Newspapers Merge 


The history of the newspaper industry has been 
marked by the merger of newspapers throughout the 
country. This is attested by the names of two and 
even three “former” newspapers appearing in the 
front-page masthead of many of the country’s news- 
papers. 

Some compensation is afforded workers laid off be- 
cause of such newspaper mergers or suspension under 
this clause between the Milwaukee Daily Newspaper 
Publishers and the International Printing Pressmen, 


AFL: 


“In the event of merger, consolidation or suspension of 
publication by any newspaper covered by this agreement, 
all employees affected shall be given two weeks’ severance 
pay. Such severance pay shall be at the employee’s regular 
straight-time rate of pay.” 


JAMES J. BAMBRICK, JR. 
Division of Personnel Administration 


Wage Adjustments Announced Prior to February 15, 1953 — 


Compa: oe 
i ha Worker” 
Chemicds and Allied Products 


Buckeye Cotton Oil Company ....., WE 
Selina, Ala, 


Food Machinery & Chemical Corp... WE 
Nitro, W. Va. 
Ohio Apex Division 


Electrical Equipment, Machinery ond 


ytheon sv hip Company .. WE 
Waltham, Mass 


Whitney Blake Company .......... WE 
New Haven, Conn. 


Falricated Metal Producta 
Buffalo Wire Works Company, Inc, .. WE 
Buffalo, N. Y. 


Increase 
Amoant Date Number 
Effective ff 
BOB Mir. 9 BABY 106 
$02 her. 10-18-52 966 
See See 12,000 
Remarks Remarks 
4ABTo 10-16-62 6510 
See See Nth, 
Remarks Remarks 
West Bend Equipment Corp. .....,. WE 616 hr. 91-62 40 
West Bend, Wis. 
Food and Kindred Producta 
Armour & Company ...- cece cccrree WE 404 hr. 10-27-62 4,600 
Interstate 
WE = 4.04 hr, 
S #160 wk. 10-27-62 16,000 
Seattle Bakers Bureau, Inc. ........, WE See 5ABZ 800 
Seattle, Wash. Remarks 
104 


10-27-62 29,000 Exactly the same details, minimums and benefits as 


Remarks 


Raise followed expiration of old contract. Contract expires 
(Distributive, Processing and Office Workers of ina 


Prior to wage reopening, hourly minimum had been $1.42, ef offe 
Pag adm prt fe 8-2-6, (United Mine = a dis 
60, ind.) a 


Adjustment accompanied contract negotiations, Top-paid g 
received b¢ T-1-b2, 2¢ 118-62; remaining iPr rece’ 
7-1-6%, 1¢ 11-38-62. Incentive base rates o b¢ were pri 
7-1-62, Hourly minimum had been 81¢, effective 7-1-61, - 
also granted vacation benefits of 2 weeks’ vacation w 
hours pay after 2 years’ service, % weeks vacation with 
hours pay after 16 years’ service, Same wage increas 
fringe benefits extended to unorganized clerical and 
(non-exempt) employees, Contract expires 6-80-68. (In 
Wectrical Workers, ) 


Raise followed expiration of old contract. Converted to cents 
hour, raise is estimated to average about 7¢. Salaried ¢ 
to receive related increase, Wage reopening A-1-b8, ¢ cont 
tenure 1 year. (UERMWA, ind) 


! 
Firm granted raise of 6¢ hourly, effective 9-15-52, 4¢ 1 
Wage reopening 101-568, contract tenure 1 year, Sal 
om i hs received hourly raise of 8¢, effective 9-1 
UERMWA, ind.) 


Raise granted when new union was organized. Previous | 
minimum was $110, Firm also granted $ weeks’ vacation 
16 years, Contract expires 9-1-68. (United Steelworkers, | 


Raise came in new contract. Previous hourly minimum for 
had been $141 effective 12-17-61, for females $1.82 eff 
2-16-62, In addition to indicated increase women ree 
raises up to 4¢ an hour so that the differential betwee 
and female wages is reduced to 6¢. In order to deere: 
eliminate geographical differential, some Southern employ 
both sexes were granted raises ranging up to 8%4¢ hourly, 
contributory fringe benefits were $105 monthly 
cluding social securi sph and insurance i increases to 2,200. | 
reopening $168 and $-1-64; contract expires 8-81454, (/ 
gamated Meat Cutters & Butcher Workmen, AIL) 


(United Packing House Workers, CIO) 
Same fringe benefits as above. (No union) 


Raise of 6¢ an hour or #2 a week came as or of wage 
Minimum wage had been #1,0126 per for 40-hour | 
There was a strike in the industry from 6-1-52 to— 
called by another union, Retail clerks union was involv 
directly, Bureau also granted @ weeks’ vacation after @ 
continuous service, a plan for medical ol st fe cost, of 
per month per employee, Wage ~ 
prior to 61-68; contract expires 6 “8 SRotall Clon 
Assn,, AFL) 


MANAGEMENT REC! 


Wage Adjustments Announced Prior to February 15, 1953—Continued 


—————————— 


} | t Type 


| Company ° 
Worker* Amount 
| 
ite Company ...........0.555, WE 8.04 hr. 
_aterstate 
al = 
nes | , 
neni, | 
4ag 
ts) | hp WE 8.04 hr 
WE 8.04 br 
paid 
ae | 
ao S $1.60 wk 
“er and Wood Products 
vy, migage Mill & Lumber Company WE $.025 hr 
“allulah, La. 
Nnean 
de 
(Lh) | f 
dince and Accessories 
ORM UUUO Ny TRwey tals Ces 8s WE 3.09 hr, 
0 ctl i ouston, Texas 
{eo 
5 0 
S 819.07 mo. 
(Win Industries, Inc. .......... ixatgx WE See 
1 JK, Alton, Ill. Remarks 
+) | Western Cartridge Co. Division 
ar and Allied Products 
a lord Container Company ....... WE $.055 hr. 
if A ouston, Tex. av. 
 Ghnadnock Paper Mills ........... WE 8.06 hr. 
gp ennington, N. H. 
ft i ter River, Mass. 
qt 
.¢ Deky River Paper Mills .......... WE — $.08 hr. 
w Three Rivers, Mich. 
ut | 
“Gary Metal Products 
. Hpublic Steel Corporation ......... WE = 8.125 hr. 
"i. Youngstown, Ohio 
_ | Truscon Steel Division 
‘hing, Publishing and Allied Industries 
s! Bev Press See 
Cleveland, Ohio Remarks 
fegon MOUND Cin ORS aise os WE $5 wk. 
7 y ‘ultnomah, Ore 
i | Vv 
yee 
'Wlessional, Scientific and Controlling 
'Iapro Corporation ................ WE 8.10 hr. 
‘  |Chicago, Il. 
ae 
(MIRCH, 1953 
Bd 


\\ 


f 


Tncrease 
Date Number 
Effective Affected 
10-27-52 6,080 


10-27-52 19,900 


11-17-52 7,650 
10-27-52 = §,200 
10-27-52 600 
9-15-52 1,028 
9-15-52 19 
See 4,000 

Remarks 
9-15-62 150 
10-18-52 na, 
7-28-52 vi} 
$-1-52 120 
11-1-52 877 
7-1-52 160 
8-1-52 350 

105 


Remarks 


Raise came in new contract, Previous hourly minimum had be 
S1.Al, effective 12-17-51, Fringe benefits granted were time ar 
a half for Saturday, 2¢ night compensation, change in meth 
of computing vacation pay, bracket adjustments, increase i 
centive plan earnings, Wage reopenings once each peric 
Q-11-58 to 8-11-58, and @-11-54 to 8-11-54, Contract tenu 
ete (Amalgamated Meat Cutters & Butcher Workme 
AFL) 


New contract followed inconsequential work stoppage. Previo 
hourly minimum had been 81.41, effective 12-17-51, Benefit 
changes same as above, (United Packinghouse Workers, CIC 


Benefits and changes same as above, (Nat'l Bro, Packinghou 
Workers, ind.) 


No union, 


Following contract expiration, strike lasting @ weeks, firm grante 
new wage schedule, Previous hourly minimum had been 80 
effective 7-28-51, Wage reopening 7-81-58, (Int'l Woodworker 
CIO) 


Increase came as wage reopening, Hourly minimum, prior | 
settlement, had been $1.14, first effective 55-52, Next wag 
reopening 5-5-8; contract expires b-d-34, (IAM-AFL) 


This group’s hourly minimum was $1.14, effective 5-35-52, San 
details as above, (TLAM-ABL) 


Voluntary wage reopener 6-1-52 granted employees 4.19296; 
contract expiration 12-1-5@ additional 1.196 was given, Aut 
matic adjustment 6-1-58, contract expiry 12-1-58, (IAM, APL 


Raise came in contract negotiations, Contract runs 1 yea 
(United Paperworkers, CLO) 


Raise came as part of wage reopening, Hourly minimum for me 
was $1.05, women 5¢ less, Next wage reopening 4-8-88; contra 
expires 5-3-53, Int'l Bro, of Paper Makers, AFL) 


Raise came as result of wage reopening, Additional @¢ an hot 
was given as cost of living adjustment, Next wage reopenin 
on 8 months’ notice, (United Paperworkers, CIO) 


Raise followed contract expiration, 88-day work stoppage, Hourl 
minimum had been $1.81, effective 1261-50, Firm also grante 
6 paid holidays, improved vacation plan and shift diferential 
Wage reopening 5-1-53; contract expires 6-30-54, (LAM-ARL) 


Following expiration of old contract, new agreement grante 
raises ranging from $8 to 872, Fringe benefits granted were ix 
creases in premium pay for holiday work, and dismissal pay 
Contract expires 10-81-58, CNewaspaper Guild, CTO) 


Raise followed expiration of old contract, Previous weekly min 
mum had been $100; new rates are $105 for d work, #Ll 
for night work, Contract tenure L year, (Int'l Typographic: 
Union, AFL) 


Contract expired 8-1-52. Strike ran 9-17-52 to 10-90-52, Fiem als 
granted accumulated vacation pay on layoff, Contract expire 
8-1-58, (UERMWA, ind.) 


Wage Adjustments Announced Prior to February 15, 1953—Continued 


a ape 
af Workert 
Public Utility 
Pacific Gas & Electric Co. .......... WE 
California 
WE 
WE 
WE 
Rubber and Allied Products 
U.S. Rubber Company ............ WE 
Waterbury, Conn. 
Shoe Hardware Division 
Stone, Clay and Glass Products 
The Akron Porcelain Company ..... WE 
Akron, Ohio 
Textile Mill Products 
Silk and Rayon Printers & Dyers Assn. 
Gf, AINETICH oe nicest ttn WE 
Passaic, Bergen and Hudson Coun- 
ties, N. J. 
Transportation 
Denver Tramway Corporation ...... WE 
Denver, Colorado 
s 
Empire State Highway Transportation 
Association, Inc. .............. WE 


New York 


Amount 


$.09 hr. 
+1457% 


3.09 hr. 
+15% 


See 
Remarks 


See 
Remarks 


$.10 hr. 


5% 


$.50 day 


See 
Remarks 


$.16 hr. 


Increase 


Date 
Effective 


8-1-52 


8-1-52 


8-1-52 


8-1-52 


8-11-52 


10-5-52 


9-1-52 


11-1-52 


11-1-52 


9-1-52 


Number 
Affected 


15,057 


668 


1,008 


2,375 


875 


129 


116 


See 


Remarks 


25 


11,000 


106 


Remarks 


) ‘Poop 
This group includes 3,145 clerical workers, 9,356 operating, main. |)! 
tenance and construction employees and 2,556 employees of the 
General Construction Department. Effective 4-1-51 the 
clerical minimum had been $47.89, the operating group m 
had been $61.50, and the General Construction Dep: 
employees’ minimum had been $60.76. All these employees 1 so 
received a lump sum payment of $95. A6 in lieu of retroacti 
In addition, all eligible employees in this and the foll 
categories received fringe benefits which granted increased 
premiums and new schedules for overtime, holiday and v 
pay. Contract runs 1 year. (Intl Bro. Electrical Wo 

AFL) 


These clerical workers had received same minimum as al 
received same benefits. Contract runs 1 year. (No union) — 


Effective 9-1-52, this group received a 4.7% raise retroacti 
4-1-52, and 1.5% retroactive to 7-1-52. Their previous wi 
minimum had been $61.50, as of 4-1-52. Benefits granted 
newly certified organization same as above. Wage reop 
8-1-53. (San Francisco Area Group of Professional Emplo; 


Monthly minimum for this exempt group had been $325, 
4-1-52. They received 4.7% retroactive to 4-1-52, 1.5% 
active to 7-1-52. Contract agreement runs 1 year. (No wu 


Raise came in wage reopening; contract expires 3-31-53. (U. 


CIO) 


Raise followed contract expiration. In addition, firm granted | 
insurance, accident, disability and death and sick benefit } 
with no premium charge to employees. Wage reopening ¢ 
days’ notice; contract tenure 1 year. (Glass, Ceramic & 
Sand Workers, CIO) 


Raise came as part of deferred increase. Effective 9-1-51, 
minimum had ranged from $13.50 for helpers to $16.5 
tandem-wheel and trailer truck drivers. Cost-of-living 
ment every 3 months; contract extended to 8-31-53 from 8-3 
(Int'l Bro. Teamsters, Chauffeurs, Warehousemen & Hel 
AFL) 


Raise followed expiration of old contract. Firm granted he 
increments of 16¢ to 584 operating personnel, 19¢ to 163 
operating personnel. Hourly minimum for former group h 
been “$1.43 effective 11-1-51; $1.27 for the latter as of the sal 
date. Employees will also receive overtime for work on 
additional holiday, 8 weeks’ vacation after 25 years 
Contract tenure 1 year. (Amalgamated Ass’n of Street, 
Railway & Motor Coach Employees, AFL) 


Monthly minimum for this group had been $297.88, 
11-1-51. (Amalgamated Ass’n of Street, Electric Rail 
Motor Coach Employees, AFL) 


Raise followed expiration of old contract. Prior to settle 
hourly minimum had been $1.76, effective 9-1-50. Associ 
also granted plan whereby employer pays 2¢ per straight 
hour to pension fund formerly paid by employee, in ad 
to 2¢ per hour employer paid in the past. The 
schedule was also liberalized slightly. Wage reopening 1- 
contract tenure 2 years. (Intl Bro. Teamsters, Chauf 
Warehousemen & Helpers, AFL) 
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Wage Adjustments Announced Prior to February 15, 1953—-Continued 


Increase 
Type 
Company of Remarks 
Worker! Amount Date Number 


1 if 
q Effective Affected 
nn EIEEIIEIEIEnEnE SESS 
Yeagstown Municipal Railway ..... WE See See SeeRe Raise followed contract expiration, 29-day work stoppage. Two 
sungstown, Ohio Remarks Remarks marks hundred and sixty Transportation Department employees re- 
; ceived 10¢ 6-1-52, 10¢ 12-4-52, represented by change to 
40-hour week and elimination of presently scheduled overtime; 
70 employees of the mechanical department received 11¢ an 
hour 7-1-52. The hourly minimum for the former group had 
been $1.50, effective 6-1-51, $1.60 for the latter was first 
effective 7-1-51. Firm also granted additional vacation after 15 
years’ service. Contract expires 5-31-58. (Amalgamated Ass’n 
Street, Electric Railway & Motor Coach Employees, IAM, 
Int'l Bro. Teamsters, Chauffeurs, Warehousemen & Helpers, 
Int’! Bro. Electrical Workers, AFL) 


«aportation Equipment ; : ; 
year Aircraft Corporation ...... WE $.10 hr. 9-1-52 5,000 Raise came as contract modification following 9-week work stop- 
on, Ohio page. Wage reopening twice within the life of the contract 


which expires 8-8-54. (UAW, CIO) 


olaneous 
| Silex Company 
artford, Conn. 


RES Ac en eee WE = $..05 hr. 10-6-52 na. Raise came in wage reopening. Prior to settlement, hourly mini- 
mum had been $1.05, first effective 9-4-51. Next wage reopen- 
ing 4-1-53; contract expires 6-17-53. (IUE, CIO) 


NS) $.05 hr. 10-6-52 na. Prior to settlement, hourly minimum had been 75¢. (No union) 


4 age earner; S, salaried employee. 
ot available. 


the expiration of the term for which his predecessor was appointed, 


| ter shall be appointed for the remainder of such term. Members of the 
-H Proposed Revisions Advisory Committee, when serving on the business of the Advisory 
i q Committee, shall be entitled to receive an allowance for actual 
| (Continued from page 73) and necessary travel and subsistence expense while so serving away 
from their place of business or residence but shall not receive any 
le full board or by the group of three or more members as other compensation. 
vided in the foregoing provisions of this subsection.” “(e) It shall be the duty of the Advisory Committee on Pro- 
| cedure and Practice to advise and consult with the board in the 
j2marks— : making, amending, and rescinding of rules of procedure and practice, 
'\Designed to expedite work of NLRB. including rules establishing a pre-trial procedure, to the end that 
| the work of the board shall be effectively and expeditiously 


|CIO comment: “Proposal is of no importance.”? (See also 
transacted. 


einge 21 for additional change in Section 3 (b) .) “(d) It shall be the duty of the chairman of the board to call at 
| such time and place as he shall designate, but at least twice in 
each year, a meeting of the board and Advisory Committee on 
. 4 Procedure and Practice for the purpose of considering the state of 
Prenee 13—Provides for Twelve-man Advisory Com- the business of the board and advising ways and means of improv- 
'| mittee on Procedures and Practices ing the administration of proceedings before the board, including 
| the making, amending, and rescinding of rules and regulations 
relating to procedure and practice.” 


\Taft-Hartley Act—“Sec. 6. The board shall have authority from 
‘me to time to make, amend, and rescind, in the manner pre- 


‘ribed by the Administrative Procedure Act, such rules and regu- Remarks— 

jons as may be necessary to carry out the provisions of this act.” iden butbthe Wagner Ach and the Ta ft-Hartley iNet the 
ens arenes: rot hag authorized pe ee te NLRB could make its own rules. The amendment provides 
“ne to make, amend, and rescind in the manner prescribed by the 7 a . : 

i inistrative Procedure Act, such rules and regulations as may = Ne man labor ee ee Advisory Committee on 
"+ mecessary to carry out the provisions of this act. rocedure and Practice to “advise” the NLRB as to how 
|“(b) There is hereby created an Advisory Committee on Pro- to expedite case handling. 

‘\dure and Practice which shall be composed of twelve members CIO comment: “Desirable 


pointed by the Supreme Court of the United States, six of whom 

all be selected from among persons representing management in 

[ceedings before the Rares’ Be of whom eee pres Change 14—Eliminates Requirements that Complaint 
mg persons representing labor in proceedings before the . : ° 

ord. \ Contain a Notice of Hearing 

|“Each member shall hold office for a term of three years, except Taft-Hartley Act—“10 (b) Whenever it is charged that any per- 

at any member appointed to fill a vacancy occurring prior to son has engaged in or is engaging in any such unfair labor prac- 
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tice, the board, or any agent or agency designated by the board 
for such purpose, shall have power to issue and cause to be served 
upon such person a complaint stating the charges in that respect, 
and containing a notice of hearing before the board or a member 
thereof, or before a designated agent or agency, at a place therein 
fixed, not less than five days after the serving of said complaint: 
Provided, That no complaint shall issue based upon any unfair 
labor practice occurring more than six months prior to the filing 
of the charge with the board and the service of a copy thereof 
upon the person against whom such charge is made, unless the 
person aggrieved thereby was prevented from filing such charge 
by reason of service in the armed forces, in which event the 
six-month period shall be computed from the day of his discharge. 
Any such complaint may be amended by the member, agent, 
or agency conducting the hearing or the board in its discretion 
at any time prior to the issuance of an order based thereon. The 
person so complained of shall have the right to file an answer to 
the original or amended complaint and to appear in person or 
otherwise and give testimony at the place and time fixed in 
the complaint. In the discretion of the member, agent, or agency 
conducting the hearing or the board, any other person may 
allowed to intervene in the said proceeding and to present testi- 
mony. Any such proceeding shall, so far as practicable, be con- 
ducted in accordance with the rules of evidence applicable in the 
district courts of the United States under the rules of civil pro- 
cedure for the district courts of the United States, adopted by 
the Supreme Court of the United States pursuant to the Act of 
June 19, 19384 (U.S.C., title 28, secs. 723-B, '723-C).” 


Amendment— (Section rewritten.) “10(b) Whenever it is charged 
that any person has engaged in or is engaging in any such unfair 
labor practice, the board, or any agent or agency designated by the 
board for such purposes, shall have power to issue and cause to be 
served upon such person a complaint stating the charges in that 
respect: Provided, That no complaint shall issue based upon any 
unfair labor practice occurring more than six months prior to the 
filing of the charge with the board and the service of a copy thereof 


Senate Bill 658—This bill reintroduces a number of Senator Taft’s 1949 amendments. 


upon the person against whom such charge is made, unless the / 
person aggrieved thereby was prevented from filing such char, 
reason of service in the Armed Forces, in which event the six. 
period shall be computed from the day of his discharge. Th 
or any agent or agency designated by the board for such pur 
shall issue and cause to be served upon the person so compl 
of a notice of hearing before the board or a member there 
before a designated agent or agency, at a place therein fixed, 
less than five days after the serving of said notice. Any such « 
plaint may be amended by the member, agent, or agency con 
the hearing or the board in its discretion at any time prior 
issuance of an order based thereon. The person so compl, 
shall have the right to file appropriate motions or an a 
the original or amended complaint and to appear in 
otherwise and give testimony at the place and time fixed 
complaint. In the discretion of the member, agent, or agency 
ducting the hearing or the board, any other person may be 
to intervene in the said proceeding and to present testimo 
such proceeding shall, so far as pace be conducted in 
ance with the rules of evidence applicable in the district cour 
the United States under the rules of civil procedure for the di 
courts of the United States, adopted by the Supreme Court o! 
United States pursuant to the Act of June 19, 1984 (US.C 
28, secs. 723-B, 723-C) .” 


Remarks— : 
The T-H Act required that an unfair labor practice ¢ 
plaint contain a “notice of hearing.” Under the am 
ment the complaint need not contain a notice of hea 
The T-H Act prohibits the NLRB from conside 
charges that took place more than six months prior to 
time the charges are filed. In his 1949 amendments, 
favored increasing this period to dne year. In his 
amendments, Taft returns the present 6-month time | 


jako 
ait 
! | Zt com 


The bill would: (1) Exempt from the secondary boycott prohibition the refusal of union = | 


members to work on struck work; (2) Exclude fines, assessments and other union penalties 
from checkoff; (3) Permit an employer to waive his right to joint administration of pension 
and welfare funds and require the Secretary of Labor to certify that the fund meet the act’s 
requirements; (4) Provide that checkoff and trust fund arrangements of existing contracts 
remain in effect until expiration of contract or July 1, 1954, whichever is sooner. 


Change 15—Empowers NLRB to Decide Issues of Law 
Without a Hearing 


Taft-Hartley Act—“10 (c) The testimony taken by such member, 
agent, or agency or the board shall be reduced to writing and 
filed with the board. Thereafter, in its discretion, the board upon 
notice may take further testimony or hear argument. If upon 
the preponderance of the testimony taken the board shall be 
of the opinion that any person named in the complaint has en- 
gaged in or is engaging in any such unfair labor practice, then 
the board shall state its findings of fact and shall issue and cause 
to be served on such person an order requiring such person to cease 
and desist from such unfair labor practice, and to take such 
affirmative action including reinstatement of employees with or 
without back pay, as will effectuate the policies of this act: Pro- 
vided, That where an order directs reinstatement of an employee, 
back pay may be required of the employer or labor organization, 
as the case may be, responsible for the discrimination suffered 
by him: And provided further, That in determining whether a 
complaint shall issue alleging a violation of section 8 (a) (1) 
or section 8 (a) (2), and in deciding such cases, the same regu- 
lations and rules of decision shall apply irrespective of whether 
or not the labor organization affected is affiliated with a labor 
organization national or international in scope. Such order may 
further require such person to make reports from time to time 


showing the extent to which it has complied with the orde 
upon the preponderance of the testimony taken the board | 
not be of the opinion that the person named in the con 
has engaged in or is engaging in any such unfair labor 
then the board shall state its findings of fact and shall 
order dismissing the said complaint. No order of the bo 
require the reinstatement of any individual as an emplo 
has been suspended or discharged, or the payment to him 
back pay, if such individual was suspended or dischar 
cause. In case the evidence is presented before a member 0 
board, or before an examiner or examiners thereof, such me 
or such examiner or examiners, as the case may be, sh 
and cause to be served on the parties to the proceeding a pr 
report, together with a recommended order, which shall be il 
with the board, and if no exceptions are filed within twenty 
after service thereof upon such parties, or within such 

period as the board may authorize, such recommended order 
become the order of the board and become effective as t 
prescribed.” 


Amendment—Would add to Section 10(c) this sentence: 
board is also empowered to make final decisions on the mer 
the same extent as it is empowered to make such decisions ¢ 
record of a hearing of testimony, by granting a motion in the! 
of a motion to dismiss the complaint or by denying such 1 
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e the person complained of has specifically waived his rights to 


~ oplrer and hearing. 


’aarks— 
‘his section would empower the NLRB, with the consent 
‘jhe parties, to decide issues of law without going through 


linge 16—Exempts ‘Struck Work” from Secondary 
soycott Prohibition 


ft-Hartley Act—“Sec. 303(a) It shall be unlawful, for the pur- 
3s of this section only, in an industry or activity affecting 
‘merce, for any labor organization to engage in, or to induce 
‘ ncourage the employees of any employer to engage in, a 
Ge or a concerted refusal in the course of their employment 
tajase, manufacture, process, transport, or otherwise handle or 
7 : on any goods, articles, materials, or commodities or to 
orm any services, where an object thereof is— (1) forcing 
be ™ uiring any employer or self-employed person to join any labor 
employer organization or any employer or other person to 
see using, selling, handling, transporting, or otherwise dealing 
he products of any other producer, processor, or manufacturer, 
a > cease doing business with any other person;” 


mendment—Would add to section 303(a) the following: “Pro- 
'd, That nothing in (1) of this subsection shall be construed 
ake it an unfair labor practice for a labor organization to 
(ce or encourage employees to engage in a concerted refusal to 
orm work which because of a current labor dispute between 
er employer and his employees is, for the duration of such 
i bea no longer being performed by the employees of such other 
oyer;”’. 


arks— 

"he T-H Act prohibits unions from engaging in secondary 
seotts This amendment exempts from the T-H Act’s 
bndary boycott prohibition, the refusal of union members 
“work on struck work. 

‘or comments see explanation to change 5. 


ange 17—Excludes Fines, Assessments and Penal- 
ties from Checkoff 


foyer to Act—‘“Sec. 302(a) It shall be unlawful for any 


eS | 


sbloyer to pay or deliver, or to agree to pay or deliver, any 
hey or other thing of value to any representative of any of 
aes who are employed in an industry affecting commerce. 
(b) It shall be unlawful for any representative of any employees 
> are employed in an industry affecting commerce to receive 
sccept or to agree to receive or accept, from the employer 
uch employees any money or other thing of value. 

(c) The provisions of this section shall not be applicable.” 


aS & 


* * * 


(4) With respect to money deducted from the wages of 
siployees in payment of membership dues in a labor organization: 
Yivided, That the employer has received from each employee, on 
se account such deductions are made, a written assignment 
ch shall not be irrevocable for a period of more than one year, 
Sbeyond the termination date of the applicable collective agree- 
Wat, whichever occurs sooner;” 


\mendment—Would change Section 302(c) (4) to read: “(4) with 
to money deducted from the wages of employees in pay- 
Wat of periodic dues or initiation fees (but not including fines, 
E | ents, penalties, or other payments) in a labor organization: 
"vided, that the employer has received from each employee on 
Sse account such deductions are made, a written assignment 
‘ich shall be revocable in writing after the expiration of one year 
ai si the termination date of the applicable collective agreement, 
vichever occurs sooner; 


Simarks— 
The T-H Act prohibits employers from turning over any 
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money to a union. The act then made an exception for 
money deducted from the wages of employees for the pay- 
ment of dues if there was a properly executed checkoff au- 
thorization. The hitch came as to what would be considered 
“dues.” The Department of Justice which administers this 
section interpreted the word “dues” in section 302(c) (4) to 
also cover initiation fees and assessments.” Under the Justice 
Department’s opinion the employer could also check off 
union initiation fees and union assessments. Taft’s amend- 
ment would permit him to check off initiation fees but 
would specifically prohibit the checkoff of assessments, fines 
or other union imposed penalties. 
The CIO is opposed to this amendment.” 


Change 18—Permits Employers to Waive Rights to 
Joint Administration of Welfare Funds 


Taft-Hartley Act—“Sec. 302. (c) ... (5) with respect to money 
or other thing of value paid to a trust fund established by such 
representative, for the sole and exclusive benefit of the employees 
of such employer, and their families and dependants (or of such 
employees, families, and dependents jointly with the employees 
of other employers making similar payments, and their families 
and dependents): Provided, that (A) such payments are held 
in trust for the purpose of paying, either from principal or income 
or both, for the benefit of employees, their families and dependents, 
for medical or hospital care, pensions on retirement or death of 
employees, compensation for injuries or illness resulting from occu- 
pational activity or insurance to provide any of the foregoing, 
or unemployment benefits or life insurance, disability and sickness 
insurance, or accident insurance; (B) the detailed basis on which 
such payments are to be made is specified in a written agreement 
with the employer, and employees and employers are equally 
represented in the administration of such fund, together with 
such neutral persons as the representatives of the employers and 
the representatives of the employees may agree upon and in the 
event the employer and employee groups deadlock on the ad- 
ministration of such fund and there are no neutral persons empow- 
ered to break such deadlock, such agreement provides that the 
two groups shall agree on an impartial umpire to decide such 
dispute, or in event of their failure to agree within a reasonable 
length of time, an impartial umpire to decide such dispute shall, 
on petition of either group, be appointed by the district court of 
the United States for the district where the trust fund has its 
principal office, and shall also contain provisions for an annual 
audit of the trust fund, a statement of the results of which shall 
be available for inspection by interested persons at the principal 
office of the trust fund and at such other places as may be desig- 
nated in such written agreement; and (C) such payments as 
are intended to be used for the purpose of providing pensions 
or annuities for employees are made to a separate trust which 
provides that the funds held therein cannot be used for any 
purpose other than paying such pensions or annuities.” 


Amendment—Would change Section 302(c) (5) to read: “with 
respect to money or other thing of value paid to a trust fund 
established by such representative, if the Secretary of Labor shall 
have made a thorough examination of all the provisions of the 
agreement establishing such fund (including the holding of a 
hearing if requested by any person demonstrating an interest) and 
certified that such fund meets the following requirements: That 
(A) such payments are held in trust for the purpose of paying, 
either from principal or income or both, benefits with respect to 
such employees on account of death, injury, illness, unemployment, 
retirement, medical, surgical, or hospital care (which may include 
medical, surgical, or hospital care for families and dependents of 
such employees), or for any one or more of such benefits, or for 
providing any one or more of such benefits through contracts with 
insurers; (B) the detailed basis on which such payments are to be 
made is specified in a written agreement with the employer; (C) 
unless waived by the employer, employers and employees are 
equally represented in the administration of such fund together 
with such impartial umpire to settle a dispute in the administra- 
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tion of the fund as may be agreed upon, or in the event no such 
umpire has been agreed upon within a reasonable time after a 
dispute has arisen the district court of the United States for the 
district in which the trust fund has its principal office is empowered 
to appoint such impartial umpire upon petition of any trustee; (D) 
there shall be an annual audit of the trust fund, a statement of the 
results of which shall be available for inspection by interested 
persons at the Department of Labor and at the principal office 
of the trust fund and at such other places as may be designated by 
agreement between the employers and the representative; (E) such 
employer payments as are intended to be used for the purpose of 
providing pensions or annuities through benefit payments made to 
such persons directly from the trust estate are made to a separate 
trust which provides that the funds held therein cannot be used 
for any purpose other than paying such pensions or annuities; and 
(F) the trust fund be for the sole and exclusive purpose of pro- 
viding benefits for employees of such employer (or for such em- 
ployees jointly with employees of other employers making similar 
payments) .” 


Remarks— 

The T-H Act prohibits employers from turning over any 
money to a union, in addition to making an exception for 
“dues” money checked off from the wages of employees, 
the T-H Act also made an exception for money used to set 
up a trust fund for pension or other welfare purposes. 
The T-H Act required mandatory joint administration by 
employer and union representative, plus a neutral person, 
of trust funds set up for pensions, hospital benefits, etc., and 
for which the employers paid all or part of the funds. Taft’s 
amendment would permit the employer to waive his right 
to joint administration. The amendment also says that such 


Senate Bill 659—This bill completely revamps the administrative setup of the NLRB. 
The bill would: (1) Increase the NLRB’s membership from five to seven members, with 
not more than four from any one political party; (2) Increase the term of office from 
five to seven years; (3) Increase the quorum requirement from three to four members; 
(4) Increase the salaries of board members from $12,000 to $15,000 a year; (5) Eliminate 
the office of NLRB general counsel and set up in its stead the office of administrator of the 
National Labor Relations Act; (6) Transfer regional offices from NLRB to the adminis- 
trator; (7) Give the administrator power to investigate unfair labor practice charges and 
to issue and prosecute complaints before the board; (8) Take away from the board the 
power to investigate representation petitions and direct representation elections and give 
this power to the administrator; (9) Make the administrator instead of the board the 
agency to receive noncommunist affidavits; (10) Give the administrator the right to ob- 
tain court review of NLRB decisions; (11) Transfer from the board to the administrator 
the power to go to the federal courts for a temporary injunction in unfair labor practice 
cases; (12) Transfer NLRB prosecution and administrative personnel in the regional offices 
and in Washington from the board to the staff of the administrator; (13) Give the employer 
against whom a complaint has been issued a quick review from the board as to whether 
he is in interstate commerce and thus subject to the act. 


Change 20—Increases the NLRB to a Seven-man Board 


Taft-Hartley Act—“‘Sec. 3(a) The National Labor Relations Board 
(hereinafter called the board) created by this act prior to its 
amendment by the Labor Management Relations Act, 1947, is 
hereby continued as an agency of the United States, except that 
the board shall consist of five instead of three members, appointed 
by the President by and with the advice and consent of the Senate. 
Of the two additional members so provided for, one shall be 


a trust fund can be valid only “if the Secretary of Lal 
shall have made a thorough examination of all the © 
visions, including the holding of a hearing if requesi 
any person demonstrating an interest, and he certifie 
the fund meets the act’s requirements.” The amen 
also requires an annual audit of the fund and a “sta 
of the results” shall be available to interested peta 
the Department of Labor. 

The CIO regards this amendment as “extremely _ ob 
tionable.”2 AFL asks elimination of restrictions.? 


Change 19—Changes the Effective Date of Checkof 
and Trust Rund Requirement 
Taft-Hartley Act—“302 (f) This section shall not apply to 

contract in force on the date of enactment of this act, until 


expiration of such contract, or until July 1, 1948, whichever 
occurs.’ 


Amendment—Would change Section 302(f) to read: «on 
section shall not apply to any contract in force on the 
enactment of this act, until the expiration of such contr: 
until July 1, 1954, whichever first occurs.” 


Remarks— 

Because Taft’s suggested changes might nullify 
sections of contracts presently in effect this section prov 
that checkoff and trust fund arrangements of existing 1 
contracts remain in effect until their expiration, or Jul 
1954, whichever occurs sooner. 


‘ ina 
, } || 


appointed for a term of five years and the other for a tem 
two years. Their successors, and the successors of the other m 
bers, shall be appointed for terms of five years each, exce 
that any individual chosen to fill a vacancy shall be appoin 
only for the unexpired term of the member whom he shall suce 
The President shall designate one member to serve as cha 7 
of the board. Any member of the board may be removed by t 
President, upon notice and hearing, for neglect of duty or 2 
feasance in office, but for no other cause.’ 


MANAGEMENT RECOR 


ait Relations Board (hereinafter called the board) is hereby 
eaued as an agency of the United States, except that the board 
4] consist of seven instead of five members, appointed by the 
ident by and with the advice and consent of the Senate. The 
4; of office of the members of the board in office on the date of 
F “og/ment of this act shall expire as provided by law at the time 
eir appointment. Of the two additional members so provided 
forpne shall be appointed for a term expiring August 26, 1958, 
ache other for a term expiring August 26, 1959. Their successors, 
the successors of the other members shall be appointed for 
ens of seven years each, excepting that any individual chosen to 
| vacancy shall be appointed only for the unexpired term of 
ia@uember whom he shall succeed. Not more than four members 
j)be members of the same political party. The President shall 


ole and hearing, for neglect of duty or malfeasance in office, but 
oajo other cause.” 


oh of office. 

“be AFL and CIO oppose the enlargement of the NLRB? 
CIO says it is opposed to “the appointment of additional 

ublican members.” 


Inge 21—Increases Quorum to Four Members 


iftHartley Act—“S (b) The board is authorized to delegate 
y group of three or more members any or all of the powers 
it may itself exercise. A vacancy in the board shall not 
ir ‘the right of the remaining members to exercise all of 
owers of the board, and three members of the board shall, 
1 times, constitute a quorum of the board, except that two 
bers shall constitute a quorum of any group designated pur- 
t to the first sentence hereof. The board shall have an offi- 
seal which shall be judicially noticed.” 


nendment—Would change Section $(b) to read: “The board is 
orized to delegate to any group of three or more members any 
1 of the powers which it may itself exercise. A vacancy in the 
d shall not impair the right of the remaining members to 
ise all of the powers of the board, and four members of the 
d shall, at all times, constitute a quorum of the board, except 
two members shall constitute a quorum of any group desig- 
pursuant to the first sentence hereof. The board shall have 
ficial seal which shall be judicially noticed.” 


‘narks— 
jour imstead of three members would now make a 
rum. 


fe tat 
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a nge 22—Increases Board Members’ Salaries 


ift-Hartley Act—“Sec. 4(a) Each member of the board and the 
“tral counsel of the board shall receive a salary of $12,000 a year, 
sh be eligible for reappointment, and shall not engage in any other 
“tmess, vocation, or employment. The board shall appoint an ex- 
t\ive secretary, and such attorneys, examiners, and regional direc- 
and such other employees as it may from time to time find 
ary for the proper performance of its duties. The board may 
employ any attorneys for the purpose of reviewing transcripts of 
ings or preparing drafts of opinions except that any attorney 
loyed for assignment as a legal assistant to any board member 
for such board member review such transcripts and prepare 
drafts. No trial examiner’s report shall be reviewed, either be- 
or after its publication, by any person other than a member of 
board or his legal assistant, and no trial examiner shall advise or 


yaa 


consult with the board with respect to exceptions taken to his find- 
ings, rulings, or recommendations. The board may establish or 
utilize such regional, local, or other agencies, and utilize such volun- 
tary and uncompensated services, as may from time to time be 
needed. Attorneys appointed under this section may, at the direction 
of the board, appear for and represent the board in any case in 
court. Nothing in this act shall be construed to authorize the board 
to appoint individuals for the purpose of conciliation or mediation, 
or for economic analysis. 

“(b) All of the expenses of the board, including all necessary 
traveling and subsistence expenses outside the District of Colum- 
bia incurred by the members or employees of the board under 
its orders, shall be allowed and paid on the presentation of itemized 
vouchers therefor approved by the board or by any individual 
it designates for that purpose.” 


Amendment—Would renumber Section 4(a) to $(d) and change 
it to read: “Each member of the board shall receive a salary of 
$15,000 a year, shall be eligible for reappointment, and shall not 
engage in any other business, vocation, or employment. The board 
shall appoint an executive secretary, and such attorneys, and other 
employees as it may from time to time find necessary for the 
proper performance of its duties. The board may not employ any 
attorneys for the purpose of reviewing transcripts of hearings or 
preparing drafts of opinions except that any attorney employed by 
a board member as his legal assistant may for such board member 
review such transcripts and prepare such drafts. No trial examiner’s 
report shall be reviewed, either before or after its publication, by 
any person other than a member of the board or his legal assistant, 
and no trial examiner shall advise or consult with the board with 
respect to exceptions taken to his findings, rulings, or recommen- 
dations. Attorneys appointed under this subsection may, at the 
discretion of the board, make application to the courts for enforce- 
ment of orders of the board. Nothing in this act shall be construed 
to authorize the board to appoint individuals for the purpose of 
conciliation or mediation, or for economic analysis. 

“(e) All of the expenses of the board, including all necessary 
traveling and subsistence expenses outside the District of Columbia 
incurred by the members or employees of the board under its 
orders, shall be allowed and paid on the presentation of itemized 
vouchers therefor approved by the board or by any individual it 
designates for that purpose.” 


Remarks— 

Increases salary of NLRB members from $12,000 to 
$15,000 a year. The amendment removes a section giving 
the NLRB power to establish or utilize regional or local 
agencies. (This power would be transferred over to the 
newly created post of administrator, see next amendment.) 


Change 23—Create Post of Administrator of NLRA 


Taft-Hartley Act—“3 (d) There shall be a general counsel of 
the board who shall be appointed by the President, by and with 
the advice and consent of the Senate, for a term of four years. 
The general counsel of the board shall exercise general supervision 
over all attorneys employed by the board (other than trial 
examiners and legal assistants to board members) and over the 
officers and employees in the regional offices. He shall have final 
authority, on behalf of the board, in respect of the investigation 
of charges and issuance of complaints under section 10, and in 
respect of the prosecution of such complaints before the board, 
and shall have such other duties as the board may prescribe or as 
may be provided by law.” 


Amendment—Would renumber Section 3(d) to 4(a) and change 
to read: “There is hereby established as an independent agency in 
the executive branch of the government an office of Administrator 
of the National Labor Relations Act (in this act called the admin- 
istrator). The administrator shall be appointed by the President, 
by and with the advice and consent of the Senate, with reference 
to his fitness to perform the functions imposed upon him by this 
act in a fair and impartial manner. He shall be appointed for a 
term of four years, shall be a member of the bar, and shall receive 
compensation at the rate of $15,000 per annum. He shall not 
engage in any other business, vocation, or employment. The 
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administrator may establish or utilize such regional, local, or other 
agencies, and utilize such voluntary and uncompensated services, as 
may from time to time be needed. The administrator may appoint 
such officers and employees as he may from time to time find neces- 
sary to assist him in the performance of his duties. Attorneys 
appointed under this subsection may, at the direction of the ad- 
ministrator, appear before the board or in court to represent the 
administrator in any case arising under this act. The President shall 
also appoint a deputy administrator, by and with the advice and 
consent of the Senate, who shall perform such functions as the 
administrator may prescribe and shall be acting administrator dur- 
ing the absence or disability of the administrator or in the event of 
a vacancy in the office of administrator. The deputy administrator 
shall be appointed for a term of four years, shall be a member of 
the bar, and shall receive compensation at the rate of $12,000 per 
annum. It shall be the duty of the administrator, as hereinafter 
provided, to investigate charges of unfair labor practices, to issue 
complaints if he has reasonable cause to believe such charges are 
true, to prosecute such complaints before the board and the courts, 
to investigate representation petitions and conduct elections under 
section 9, and to exercise such other functions as are conferred on 
him by this act. Nothing in this act shall be construed to authorize 
the administrator to appoint individuals for the purpose of concilia- 
tion or mediation, or for economic analysis. 

“(b) All of the expenses of the administrator, including all 
necessary traveling and subsistence expenses outside the District 
of Columbia incurred by the members or employees of the 
administrator under his orders, shall be allowed and paid on the 
presentation of itemized vouchers therefor approved by the 
administrator or by any individual he designates for that purpose. 

“(c) The administrator shall at the close of each fiscal year 
make a report in writing to Congress and to the President stating 
in detail the cases he has prosecuted, the names, salaries, and 
duties of all employees and officers in his employ or under his 
supervision, and an account of all moneys he has disbursed.” 


Remarks— 

Under the Wagner Act, the NLRB general counsel was 
subject to the board. The T-H Act set up an “independent” 
office of NLRB general counsel, appointed by the President. 
ident. 

Robert N. Denham was the first general counsel appointed 
under the Taft-Hartley Act. Until Mr. Denham’s forced 
resignation by President Truman there was a continuing 
controversy between the board and the general counsel 
regarding the scope of his authority. 

Taft’s amendments would change the general counsel’s 
title to administrator of the National Labor Relations Act, 
and delineate his authority. It makes him responsible only 
to the President. The administrator would be given power 
to investigate charges of unfair labor practices, to issue and 
prosecute complaints before the board and the courts, to 
investigate representation petitions and conduct elections. 
The board, as contemplated in Taft’s amendments, would 
be purely a judicial body. 

The CIO opposes this amendment saying that under it 
“the office of the administrator would become of far greater 
importance than, and would quite overshadow, the board.’ 


Change 24—Sets Up Administrator's Office 


Taft-Hartley Act—“Sec. 5, The principal office of the board shall 
be in the District of Columbia, but it may meet and exercise 
any or all of its powers at any other place.” 


Amendment—Would change Section 5 to read: “The principal 
offices of the board and of the administrator, respectively, shall 
be in the District of Columbia, but they may exercise any or 
all of their respective powers at any other place.” 


Remarks— 
Administrator’s principal office shall be in Washington. 


Change 25—Sets Powers of Administrator 


Taft-Hartley Act—“Sec. 6. The board shall have authority 
time to time to make, amend, and rescind, in the manner 
scribed by the Administrative Procedure Act, such rul ' 
ee as may be necessary to carry out the provisions 9 
this act.” 


Amendment—Would change Section 6 to read: “The boar 
the administrator, respectively, shall have authority fro: 
to time to make, amend, and rescind, in the manner prescrib 
the Administrative Procedure Act, such rules and regulatio 
may be necessary to carry out the provisions of this act.” — 

a 
Remarks— 
Gives administrator certain powers similar to those of th 


board. 


Change 26—Gives Administrator Power to Conc ue 
Elections q 


Taft-Hartley Act—“9(c) (1) Whenever a petition shall have 
filed, in accordance with such regulations as may be prescrib 
the board— 

“(A) by an employee or group of employees or any indi 
or labor organization acting in their behalf alleging that a 
stantial number of employees (i) wish to be represented for et 
tive bargaining and that their employer declines to recog 
their representative as the representative defined, in section 
or (ii) assert that the individual or labor organization, whic! 
been certified or is being currently recognized by their emplo 
the bargaining representative, is no longer a representative 
fined in section 9 (a); or i 

“(B) by an employer, alleging that one or more individuals 
labor organizations have presented to him a claim to be recog 
as the representative defined in section 9 (a); 

“the board shall investigate such petition and if it has rea 
cause to believe that a question of representation affecting 
merce exists shall provide for an appropriate hearing upon 
notice. Such hearing may be conducted by an officer or emp 
of the regional office, who shall not make any recommend: 
with respect thereto. If the board finds upon the record of 80 
hearing that such a question of representation exists, it shall 
an election by secret ballot and shall certify the results there 


Amendment—Changes final paragraph of Section 9(c) (1) to 
“the administrator shall investigate such petition and t 
it together with all documents pertaining thereto to the 
Upon receiving such a petition from the administrator, the 
if it has reasonable cause to believe that a question of | 
sentation affecting commerce exists, shall provide for an app! 
ate hearing upon due notice, and upon finding that 
question of representation exists, shall direct the admin 
i conduct an election by secret ballot and shall certify the re 
thereof.” 


Remarks— 

Under the T-H Act the board had the power to investi 
gate representation petitions. Taft’s amendment would 
this function to the administrator. The board under t 
T-H Act directs representation elections. Under 
amendment, the administrator would conduct representatiol 
elections. ' 


Change 27—Gives Investigating Power to Adminis 
trator 4 
Taft-Hartley Act—“9 (f) No investigation shall be made by 


board of any question affecting commerce concerning the re 
sentation of employees. . . .” 


Amendment—Would change Section 9(f) to read: “No inve 
tion shall be made by the administrator of any quesion affet 


commerce concerning the representation of employees. . . .” 
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‘viarks— 

substitution of the word administrator instead of the 
«wil board. The rest of the section says that the adminis- 
r cannot entertain a petition from a union if the union 


ba/not filed certain papers with the Secretary of Labor. 


inge 28—Requires Noncommunist Affidavits to Be 
iled with Administrator 


ft-Hartley Act—“9 (h) No investigation shall be made by the 
ad of any question affecting commerce concerning the repre- 
xtion of employees, raised by a labor organization under 
ection (c) of this section, no petition under section 9 (e) (1) 
=4| be entertained, and no complaint shall be issued pursuant 
| charge made by a labor organization under subsection (b) 
‘ction 10, unless there is on file with the board an affidavit 
ed contemporaneously or within the preceding twelve-month 
s@od by each officer of such labor organization and the officers 
“\ny national or international labor organization of which it 
+) affiliate or constituent unit that he is not a member of the 
“gmunist party or affiliated with such party, and that he does 
-abelieve in, and is not a member of or supports any organiza- 
“| that believes in or teaches, the overthrow of the United 

‘es Government by force or by any illegal or unconstitutional 
hods. The provisions of section $5 A of the Criminal Code shall 
saapplicable in respect to such affidavits.” 


mendment—In the two places in Section 9(h) in which the 
board appears, the amendment would change it to read 
inistrator. 


arks— 

Inder the T-H Act, unions filed with the board their 
‘tcommunist affidavits. Under Taft’s amendment, unions 
eld file their noncommunist affidavits with the adminis- 
stor of the NLRA. 


nge 29—Permits Quick Board Review of Employ- 
rs Status Under Act 


Hartley Act—“10 (b) Whenever it is charged that any per- 
has engaged in or is engaging in any such unfair labor practice, 
i board, or any agent or agency designated by the board for such 
, shall have power to issue and cause to be served upon 
person a complaint stating the charges in that respect, and 
‘taining a notice of hearing before the board or a member thereof, 
‘ore a designated agent or agency, at a place therein fixed, 
ess than five days after the serving of said complaint: Pro- 
That no complaint shall issue based upon any unfair 
practice occurring more than six months prior to the filing 
»the charge with the board and the service of a copy thereof 
jm the person against whom such charge is made, unless 
] person aggrieved thereby was prevented from filing such 
eS reason of service in the armed forces, in which event 

s 

, 


\ 


ix-month iod shall be computed from the day of his 
ge. Any ok complaint may be amended by the member, 
t, or agency conducting the hearing or the board in its dis- 
ion at any time prior to the issuance of an order based 
; eon. The person so complained of shall have the right to file 
answer to the original or amended complaint and to appear 
person or otherwise and give testimony at the place and time 
in the complaint. In the discretion of the member, agent, 
agency conducting the hearing or the board, any other person 
“y be allowed to intervene in the said proceeding and to 
sent testimony. Any such proceeding shall, so far as practicable, 
conducted in accordance with the rules of evidence applicable 
the district courts of the United States under the rules of 
il procedure for the district courts of the United States, adopted 
the Supreme Court of the United States pursuant to the Act 
|June 19, 1984 (U.S.C., title 28, secs. 723-B, 723-C) .” 


‘Amendment—Would change Section 10 (b) to read: “Whenever 


is charged that any person has engaged in or is engaging in 
such unfair labor practice, the administrator, or any agent 
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or agency designated by the administrator for such purposes, 
shall have power to issue and cause to be served upon such 
person a complaint stating the charges in that respect, and 
containing a notice of hearing before the board or a member thereof, 
or before a designated agent or agency, at a place therein fixed, 
not less than five days after the serving of said complaint: Pro- 
vided, That no complaint shall issue based upon any unfair 
labor practice occurring more than six months prior to the filing 
of the charge with the administrator and the service of a copy 
thereof upon the person against whom such charge is made, 
unless the person aggrieved thereby was prevented from filing 
such charge by reason of service in the armed forces, in which 
event the six-month period shall be computed from the day 
of his discharge. Any such complaint may be amended by the 
administrator at any time prior to the hearing on such complaint; 
thereafter and until the issuance of an order based thereon such 
complaint may be amended in accordance with the rules and 
regulations of the board.” 

“The person so complained of shall have the right to file an 
answer to the original or amended complaint and to appear in 
person or otherwise and give testimony at the place and time 
fixed in the complaint. In the discretion of the member, agent, 
or agency conducting the hearing or the board, any other person 
may be allowed to intervene in the said proceeding and to present 
testimony. Any such proceeding shall, so far as practicable, 
be conducted in accordance with the rules of evidence applicable 
in the district courts of the United States under the rules of 
civil procedure for the district courts of the United States, adopted 
by the Supreme Court of the United States pursuant to the 
Act of June 19, 19384 (U.S.C., title 28, secs. 723-B, 728-C). 

Any person against whom a complaint has issued may obtain 
a determination by the board of the question of whether the 
unfair labor practice alleged in the complaint affects commerce, 
as defined by this act, by filing a motion to dismiss, and the 
filing of such motion shall operate to postpone any hearing on 
the complaint which may be scheduled or in progress.” 


Remarks— 

Under the Taft-Hartley Act the board has the power 
to issue complaints in unfair labor practice cases. Under 
Taft’s amendments this power would go to the administrator. 

Under the amendment an employer against whom a com- 
plaint has been issued can get a quick review from the board 
as to whether he is in interstate commerce and thus subject 
to the act. The CIO opposes this section of the amendment 
saying that “the only purpose of this proposal is to supply 
employers with a new device for delaying unfair labor prac- 
tice cases.”2 


Change 30—Gives Administrator Power to Seek Court 
Review of Board Decisions 


Taft-Hartley Act—“10 (f) Any person aggrieved by a final order 
of the board granting or denying in whole or in part the relief 
sought may obtain a review of such order in any circuit court 
of appeals of the United States in the circuit wherein the unfair 
labor practice in question was alleged to have been engaged in 
or wherein such person resides or transacts business, or in the 
United States Court of Appeals for the District of Columbia, by 
filing in such court a written petition praying that the order of 
the board be modified or set aside.” 


Amendment—Would change Section 10 (f) to read: “Any person 
(including the administrator) aggrieved by a final order of the 
board granting or denying in whole or in part the relief sought 
may obtain a review of such order in any circuit court of appeals 
of the United States in the circuit wherein the unfair labor prac- 
tice in question was alleged to have been engaged in or wherein 
such person resides or transacts business, or in the United States 
Court of Appeals for the District of Columbia, by filing in such 
court a written petition praying that the order of the board 
be modified or set aside.” : 


Remarks— 
Under the present act the general counsel has no direct 


114 


recourse in the event the board dismisses a complaint 
brought by the general counsel. Taft’s amendment would 
give the administrator the right to contest board decisions 
by obtaining court review of such decisions. 


Change 31—Gives Administrator Power to Seek Tem- 
porary Injunction 


Taft-Hartley Act—“10 (j) The board shall have power, upon 
issuance of a complaint as provided in subsection (b) charging 
that any person has engaged in or is engaging in an unfair labor 
practice, to petition any district court of the United States (includ- 
ing the District Court of the United States for the District of 
Columbia), within any district wherein the unfair labor practice 
in question is alleged to have occurred or wherein such person 
resides or transacts business, for appropriate temporary relief or 
restraining order. Upon the filing of any such petition the court 
shall cause notice thereof to be served upon such person, and 
thereupon shall have jurisdiction to grant to the board such 
temporary relief or restraining order as it deems just and proper.” 


Amendment—Would substitute administrator for board in Section 
10 (j). 


Remarks— 

Under the T-H Act the board had the power to go to 
the federal courts for a temporary injunction in unfair 
labor practice cases. Taft’s amendment transfers this power 
to the administrator. 


Change 32—Spells Out Action That Can Be Taken by 
Administrator 


Taft-Hartley Act—“Sec. 11. For the purpose of all hearings and 
investigations, which, in the opinion of the board, are necessary 
and proper for the exercise of the powers vested in it by section 
9 and section 10— 

“(1) The board, or its duly authorized agents or agencies, shall 
at all reasonable times have access to, for the purpose of examina- 
tion, and the right to copy any evidence of any person being 
investigated or proceeded against that relates to any matter 
under investigation or in question. The board, or any member 
thereof, shall upon application of any party to such proceedings, 
forthwith issue to such party subpoenas requiring the attendance 
and testimony of witnesses or the production of any evidence 
in such proceeding or investigation requested in such application. 
Within five days after the service of a subpoena on any person 
requiring the production of any evidence in his possession or 
under his control, such person may petition the board to revoke, 
and the board shall revoke, such subpoena if in its opinion the 
evidence whose production is required does not relate to any 
matter under investigation, or any matter in question in such 
proceedings, or if in its opinion such subpoena does not describe 
with sufficient particularity the evidence whose production is re- 
quired. Any member of the board, or any agent or agency desig- 
nated by the board for such purposes, may administer oaths and 
affirmations, examine witnesses, and receive evidence. Such attend- 
ance of witness and the production of such evidence may be 
required from any place in the United States or any territory or 
possession thereof, at any designated place of hearing. 

“(2) In case of contumacy or refusal to obey a subpoena 
issued to any person, any district court of the United States or 
the United States courts of any territory or possession, or the 
District Court of the United States for the District of Columbia, 
within the jurisdiction of which the inquiry is carried on or within 
the jurisdicton of which said person guilty of contumacy or 
refusal to obey is found or resides or transacts business, upon 
application by the board shall have jurisdiction to issue to such 
person an order requiring such person to appear before the board, 
its member, agent, or agency, there to produce evidence if so 
ordered, or there to give testimony touching the matter under 
investigation or in question; and any failure to obey such order 
of the court may be punished by said court as a contempt thereof. 


“(4) Complaints, orders, and other process and papers of } 
board, its member, agent, or agency, may be served either j 
sonally or by registered mail or by telegraph or by leavin 
copy thereof at the principal office or place of business 
person required to be served. The verified return by the indiv: 
so serving the same setting forth the manner of such ser 
shall be proof of the same, and the return post office rec 
or telegraph receipt therefor when registered and mail 
telegraphed as aforesaid shall be proof of service of the | 
Witnesses summoned before the board, its member, ag 
agency, shall be paid the same fees and mileage that are 
witnesses in the courts of the United States, and witnesses 
depositions are taken and the persons taking the same 
severally be entitled to the same fees as are paid for like s 
in the courts of the United States. 


* * * 


“(6) The several departments and agencies of the government 
when directed by the President, shall furnish the board, upon its 
request, all records, papers, and information in their possession 
relating to any matter before the board. 


“Sec. 12. Any person who shall wilfully resist, prevent, im) 
or interfere with any member of the board or any of its 
or agencies in the performance of duties pursuant to this 
shall be punished by a fine of not more than $5,000 or by 
imprisonment for not more than one year, or both.” 


Amendment—Would change Section 11 to read: “For the pw 
of all hearings and investigations which are necessary and p 
for the exercise of the powers set forth in section 9 and section 

“(1) The board and the administrator, or their duly autho 
agents or agencies, shall at all reasonable times have a 
to, for the purpose of examination, and the right to copy 
evidence of any person being investigated or proceeded 
that relates to any matter under {nvestigation or in qi 
The board, or any member thereof, shall upon application of 
party to such proceedings, forthwith issue to such party subpo 
requiring the attendance and testimony of witnesses or the 
duction of any evidence in such proceeding or investi 
requested in such application. Within five days after the 
of a subpoena on any person requiring the production of 
evidence in his possession or under his control, such person 
petition the board to revoke, and the board shall revoke, 
subpoena if in its opinion the evidence whose prod 
is required does not relate to any matter under inv 
tion, or any matter in question in such proceedings, 
if in its opinion such subpoena does not describe with s 
particularity the evidence whose production is required 
member of the board, or any agent or agency designated 
the board or the administrator for such purposes, may administe 
oaths and affirmations, examine witnesses, and receive evidi 
Such attendance of witnesses and the production of such e 
may be required from any place in the United States or 
territory or possession thereof, at any designated place of hi 

““(2) In case of contumacy or refusal to obey a subpoena 
to any person, any district court of the United States 
United States courts of any territory or possession, or 
District Court of the United States for the District 
Columbia, within the jurisdiction of which the inq 
carried on or within the jurisdiction of which said person 
of contumacy or refusal to obey is found or resides or trans 
business, upon application by the administrator shall have 
diction to issue to such person an order requiring such 
to appear before the board, its member, agent, or agency, or the 
administrator if the subpoena so directs, there to produce ev 
dence if so ordered, or there to give testimony touching the matte 
under investigation or in question; and any failure to obey 8 
one Re the court may be punished by said court as a conte 

ereof. 


* * * 


“(4) Complaints, orders, and other process and pap 
the board, its member, agent, or agency, or the adminis 
may be served either personally or by registered mail or 
telegraph or by leaving a copy thereof at the principal | 
or place of business of the person required to be served. 
verified return by the individual so serving the same set 
forth the manner of such service shall be proof of the & 
and the return post office receipt or telegraph reecipt thet 
when registered and mailed or telegraphed as aforesaid & 
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Joroof of service \of the same. Witnesses summoned before 
Board, its member, agent, or agency, or the administrator, 
be paid the same fees and mileage that are paid witnesses 
‘he courts of the United States, and witnesses whose depositions 
‘taken and the persons taking the same shall severally be 
Jed to the same fees as are paid for like service in the 
ts of the United States. 


* * * 
6) The several departments and agencies of the government, 
a directed by the President, shall furnish the board or the 
jinistrator upon request, all records, papers, and information 
eir possession relating to any matter before the board 
he administrator.” 
Sec. 12. Any person who shall wilfully resist, prevent, impede, 
nterfere with any member of the board or any of its agents 
gencies of the administrator or his agents, in the performance 
uties pursuant to this act shall be punished by a fine of not 
than $5,000 or by imprisonment for not more than one 
+, or both.” 


arks— 

he amendments in the wording of Section 11 of the T-H 
provide for the listing of the newly created office of 
ainistrator along with other groups who can take action 
the name of the board. 


nge 33—Transfers NLRB Personnel to Adminis- 
trator 


uft-Hartley Act—-No comparable section in T-H Act. 


tions Board performing functions, which by this act are 
le the duty of the administrator, are hereby transferred to 
office of administrator of the National Labor Relations Act 
ether with such files, records, and unexpended balances of 
ropriations as may be necessary to enable the administrator 
lcarry out his functions. Such transfer shall take effect upon 
sixtieth day after the date of enactment of this act. Such 
sfer shall not affect any proceedings pending before the board 
y certification or order theretofore made by it.” 


Se Board officers and employees of the National Labor 


xecutive Compensation 


(Continued from page 77) 


‘er the grant of the option. 

here the option price is between 85% and 95% 
the value of the stock at the time the option was 
anted, the gain upon sale of the stock by the 
tionee is, to the extent of the spread between the 
tion price and the market value at the time the 
tion was granted, taxed as ordinary income. The 
aining gain is taxed as capital gain; and in the 
se of any option where the option price is 95% or 
re of the value of the stock at the time the option 
us granted, the gain upon the sale of the stock by 
e optionee is taxed only as a capital gain. 
It is readily apparent that an optionee does not get 
orable tax treatment unless he holds the stock 
quired upon exercise of the option for a considerable 


baths after such exercise and for at least two years 
| 
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Remarks— 

This amendment transfers NLRB personnel in the 
regional offices and in Washington who are connected with 
prosecution and administration of the act to the staff of ad- 
ministrator. In effect this means that practically the whole 
staff connected with the National Labor Relations Board, 
except the law assistants and the personal staff of the 
board members, would be reporting to the newly created 
post of administrator. 


Change 34—Sets Effective Date of Amendments 
Taft-Hartley Act—No comparable section in T-H Act. 


Amendments—“The amendments made by this act shall take 
effect sixty days after the date of its enactment, except that 
the authority of the President to appoint additional members 
conferred upon him by section 3 as herein amended may be exer- 
cised forthwith.” 

Remarks— 

Provides for immediate appointment of additional board 
members, but the act is not effective till sixty days after en- 
actment. 


JAMES J. BAMBRICK, JR. 
Division of Personnel Administration 

1 Address of Senator Robert A. Taft before the Berrien County Repub- 
lican Committee, Benton Harbor, Michigan, September 24, 1952. 

2 Statement of the CIO executive board on Senator Taft’s proposed 
amendments to T-H Act. 

3 Statement of March 3, 1953, by George Meany, president of the 
American Federation of Labor, before the House Committee on Labor 
and Education on Taft-Hartley Act amendments. 

4 Address of General Dwight D. Eisenhower before AFL convention 
in September, 1952. 

5 Statement of George W. Armstrong, Jr., chairman, industrial relations 
committee, National Association of Manufacturers, to House Committee 
on Labor and Education, March 4, 1953. 

® New York Times, February 10, 1953, page 23. 

7 See “Union Security and Checkoff Provisions,” Studies in Personnel 
Policy, No. 127, page 119. 


period after such exercise. Furthermore, in the case 
of many stock option plans, the granting corporation 
has not wanted to register the optioned shares under 
the Securities Act of 1933. Accordingly many corpora- 
tions have severely limited the number of optionees 
and have made each optionee covenant that in exer- 
cising the option he will acquire the stock for invest- 
ment and without any present intent of selling it. 
This delay in the right to sell has caused many com- 
panies to balk at getting into stock option schemes at 
all, for they are concerned about tying up their em- 
ployees for any length of time on a loan made for the 
purpose of exercising the option. If an optionee bor- 
rows money to buy the stock, in most cases at least 
the only way he will be able to repay the loan is to 
sell the stock. 

Stock opinions, if operated on the installment plan 
or through borrowing, are, of course, not a one-way 
street. They then become in substance stock purchase 
arrangements, and I am sure that you will recall 
numerous such arrangements in the Thirties. Some 
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of the best key executives were filled with gloom 
because they had agreed to buy stock at the current 
market, had borrowed money or given notes to their 
employers for this purpose, and then had seen the 
market value of the stock fall far below the subscrip- 
tion price. Many felt that for the rest of their lives 
they would have to work for a dead horse. Manage- 
ment faced a severe morale problem and, in many 
instances, cancelled subscription agreements or forgave 
notes. There followed a large number of suits against 
directors for having wasted corporate assets, and these 
arrangements in general produced a great deal of 
difficulty. 

If a stock option plan is to be really successful, the 
market price of the stock must go up. Yet if the 
employee is to get the full capital gain treatment, the 
option price is required by Section 130A to be at 
least 95% of the “fair market value” of the stock at 
the time the option is granted, and this is very difficult 
to determine in the case of an unlisted stock. This 
factor alone has caused many boards of directors to 
rule out stock option plans. 

If a stock option plan is adopted, the selection of 
stock option recipients must be made with great care. 
Under no circumstances should the acceptance of an 
option or its exercise be made a test of loyalty to a 
department head who has called all his key employees 
in and told them that he wants to have his department 
register 100% vote of confidence in the management 
by accepting and exercising the options. There is no 
worse way to operate a stock option plan. 

Instead it should be explained to prospective op- 
tionees that there are only three ways to raise the 
cash necessary to exercise an option, namely through 
savings which will reduce the optionee’s current 
standard of living, or borrowings on the collateral of 
fixed assets such as their homes or life insurance, or 
unsecured bank loans. 

The prospective optionees should be told that if 
they borrow to exercise the option, their employer is 
not going to come to their rescue if the stock goes 
down. They should be assured that they will be under 
no obligation whatsoever either to take the option or 
to exercise it, and that what they do in this respect 
will not affect their positions in the organization. 
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Aside from these operational problems there are 
various legal risks in stock option schemes. The law 
of the state in which the corporation is chartered must 
be carefully considered, together with any relevant 
provisions in the corporation’s charter or by-laws. 
Some state laws contain specific provisions regarding 
stock options. In some, a specified vote of stock- 
holders, which varies between a majority and two 
thirds, is required; in some, dissenting stockholders are 
entitled to appraisal rights which may be both ex- 


pensive and time consuming; in some, it makes 
difference whether treasury stock, or authorized |} 
previously unissued stock, is used; in some there é 
difficult questions about the elimination of preempt 
rights; and in almost every case, the prospective p 
ticipation by directors in the stock option plan is 
important factor in deciding whether or not to se 
stockholder approval. - 

In the past year there have been three cases in th 
Delaware courts in which stock option plans h 
been attacked, and during the past week a case inve 
ing the Standard Oil Company (New Jersey) wa 
decided by a New Jersey court. 

The attacking | stockholders generally take the pot 
tion that there is no known method of relating 
value of the services of the executive, over and ab 
the cash compensation he receives for such ser 
to the value of his stock option. They produce exp: 
who testify that the value of stock has increa 
materially over the last twenty years. And they 
to prove, by making various assumptions, that 
same thing can happen in the next twenty years, an 
that the amount of compensation that the executiy 
will receive, if this occurs, will be out of all proportio 
to the cash compensation currently being received b 
executives of other companies. Thus the primary bas 
of attack is that stock options issued in connectio 
with employment are generally issued without cot 
sideration on the part of the optionee and according 
constitute a waste of corporate assets. x 
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While many boards of directors have tried to valu 
stock options at the time they are granted, I hay 
come to the conclusion that any such valuation is é 
best an educated guess. I have discussed this wit 
economists, mathematicians and members of the stoc 
exchange who deal in calls. None of them know ho 
to value a “restricted stock option,’ which is nm 
transferable, can be exercised only by the employ 
himself while he is an employee or within three mont 
thereafter, and the stock received upon the exercise ‘ 
which must be held for a specified period in order fi 
the transaction to result in capital gains tax treatmen 

The recent decisions in Delaware and New Jerse 
have likewise concluded that a dollar value cannot I 
put on a restricted stock option. They have state 
only that the value of such an option must bear 
reasonable relationship to the value of the consider 
tion to be received by the corporation for it. Whe 
it can be proved that an option has been granted to 
new executive in order to induce him to come wit 
the company, or that an option has been granted to a 
old executive to induce him not to leave the compat 
at a time when he was considering leaving, conside 
ation can easily be proved, but the courts have hel 
that stock options may be validly issued in circun 
stances other than these. 
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‘fhe crux of the problem is whether the courts or 
ards of directors are entitled finally to determine 
ether the corporation has received a valid consider- 
son for the options. A federal court in Pennsylvania 
1/1943 in the first Budd case’ held that the grant of 
shck options by the Budd Company was invalid 
Tcause there was no agreement on the part of the 
baa to remain in the employ of the corporation 
ir a specified period. 

‘The stock option plan was then amended to require 
jat, as a condition for the receipt of a stock option, an 
iitionee had to agree to remain in the employ of the 
(rporation for one year following the grant of the 
Lion, and as so amended the plan was upheld by the 
jurt on the theory that once some consideration to 
je corporation was proved, the judgment of the board 
‘ directors as to the reasonableness of its relationship 
4 the value of the stock options was final and con- 
jusive and could not be re-examined by the court. 


| Where a stock option plan, which provides for the 
fant of stock options to key employees including 
ectors, has been approved by the stockholders, the 


delaware court (in the Heyden Chemical case, decided 
August, 1952) said that the burden of proving lack 


a reasonable relationship between the value of the 
tock options and the value received by the corpora- 
ion therefor was on the complaining stockholder, and 
nless such stockholder could prove that the value of 

e option granted was so much greater than the value 
o the corporation of retaining the optionee in its 
mployment that no reasonable man could be ex- 
ected in good faith to consider the bargain attractive 
o the corporation, the grant of the options would have 
o be upheld. It comes down to a question of degree, 
nd it seems doubtful that any court today would 
anction the grant of a large long-term restricted stock 
ption to an officer in consideration of his agreement 
0 remain with the corporation for one week, or in the 
lternative the grant of such an option the exercise of 
yhich was conditional on the optionee’s remaining in 
he employment of the corporation for one week. 

The general language of the courts in the recent 
Jelaware cases, involving California Eastern Airways, 
feyden Chemical, and C.I.T. Financial Corporation 
nd in the recent New Jersey case involving Standard 
Jil Company (New Jersey) indicates that if there is 
ome reasonable consideration flowing to the corpora- 
ion, this is sufficient. In the Standard Oil case the 
ourt stated, among other things, that whether the 
ptions were regarded as additional compensation or 
$ incentive, the plan was valid. The Standard Oil 
lan required that optionees had to remain in the 
ompany’s employ for at least one year after the grant 
f options before such options could be exercised. 


1 Holthusen v Edward G. Budd Mfg. Co., 52 F. Supp. 125. (1943) 
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Complaining stockholders also frequently attack 
the presentation of the plan to the stockholders, and 
claim that the proxy statement describing the plan 
was inadequate for failure to describe fully the tax 
results of the plan to the corporation or for failure to 
include material information such as the names of 
prospective optionees, the shares to be optioned to 
each, the proposed option price and duration, and the 
compensation presently being received by prospective 
optionees, including profit-sharing, pension and other 
similar benefits. While the absence of some or all of 
these items may not be fatal in a particular instance, 
great care must be taken in the preparation of a proxy 
statement so that the voting stockholders are fully 
informed with respect to the plan and the compen- 
sation being received by prospective optionees, par- 
ticularly those who are officers or directors. 

In operating particular plans, corporations must be 
careful not to allot too large a block of stock to the 
chairman of the board or the president, for the result 
over a period of time may be corporate waste of the 
type held invalid in the famous case involving George 
Washington Hill and The American Tobacco Com- 
pany. This case emphasizes the fact that hindsight as 
to increase in market value of the corporation securi- 
ties over a period of years may be more important 
than foresight in determining the difficult question of 
waste of corporate assets in so far as it affects the 
operation of stock option plans. 

Under salary stabilization regulations [suspended 
February 6, 1953], stock options must be granted as an 
incentive and not as additional compensation for serv- 
ices in order to be free of the requirement of prior 
approval by salary stabilization authorities. Further- 
more, to comply with these regulations the option 
price must be at least 95% of the market value of the 
stock at the time the option is granted and the option 
by its terms must be exercisable only while the op- 
tionee is an employee of the grantor or within three 
months thereafter. Obviously if a man is approaching 
sixty-five and compulsory retirement, it is difficult to 
say that an option is granted to him as incentive and 
not as additional compensation. In view of this, and 
the holding periods imposed by Section 130A, many 
corporations do not grant options to employees over 
age sixty or sometimes sixty-two. 

The Securities and Exchange Commission regulates 
what must be shown in proxy statements, Form 8-K’s 
and Form 10-K’s subsequent to the grant of options. 
The requirements are detailed and burdensome, and 
boards of directors must bear in mind that full dis- 
closure will be required of the names of principal 
optionees, the number of shares optioned to each, the 
option prices, dates of exercise, and the market value 
of the stock on such dates. In addition, all the other 
remuneration paid to optionees in this category will 
have to be fully disclosed. 

The reception of restricted stock option plans by 
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stockholders, where the number of shares proposed to 
be optioned bears a reasonable relationship to the 
total number of issued and outstanding shares, and 
where the present cash compensation of potential 
optionees is not out of line, has been quite remarkable. 
The number of dissenting votes has generally not 
exceeded 2.5% to 3%. 

Some financial writers have been urging stockhold- 
ers not to give proxies to managements in which 
officers and directors do not own a substantial block 
of stock. As a result, a small percentage of returned 
proxies have contained notes stating in substance: “I 
have not voted for the management slate of directors 
because they don’t have enough confidence in the 
corporation to own its stock!” The truth is that a 
great many men who are excellent creative managers 
have been unable to save enough money to invest in 
stock. Despite this, if restrictive stock option plans 
are to succeed the optionees will have to hold the stock 
they acquire. If it works out that most optionees hold 
the stock only for the minimum period and then sell it, 
there will be a decided unfavorable stockholder reac- 
tion. 


Deferred Compensation under 


Executive Employment Agreements ; 
by William A. Patty ——_—_————-____ 


HE GREAT ADVANCES by American business 

during the last fifteen years have been made pos- 
sible in large part by the amazing abilities of the 
so-called top management group. Despite their re- 
markable accomplishments, however, and their vital 
importance in keeping our present defense economy in 
high gear, they haven’t been faring too well them- 
selves. Being largely dependent upon salary rather 
than ownership, high taxes and inflation have made 
their rewards in many cases far from commensurate 
with their contributions. 

Figures published in the Harvard Business Review 
for March-April of last year show that an executive 
who was making $45,000 in 1939 is making in the 
neighborhood of $60,000 today. The $60,000 is worth 
only $18,000, however, in terms of 1939 purchasing 
power. His income after taxes is off 60%, therefore, in 
terms of purchasing power. To have merely broken 
even he would have to be making in the neighborhood 
of $250,000 today. 

Under present conditions, therefore, an executive 
has very little possibility of accumulating an estate of 
any size from his salary. This is a matter of concern 
not only to him but his employers, for his peace of 
mind and undivided attention are so necessary to top 


On occasion labor leaders have raised questic 
about stock option plans, especially if in current wa 
negotiations the management is trying to hold the! 
at the 10% allowed under the wage stabilizat 
“catch-up” formula. Some of these labor men ass 
that the management is thereby discriminating 
favor of executives. Others, however, say they fay 
stock options because the existence of such plans gi 
labor a strong talking point. 

Stock options are only a part of the incentive ai 
compensation package for those employees who it 
expected will contribute most to a corporation’s fut 
earnings. They are not a perfect device. They hs 
many defects, and whether they, succeed will deper 
in large part on the future economy. But in any even 
a corporation contemplating the adoption of a stoe 
option plan should consider its earnings’ record and i 
stability of employment over a period of ten or fiftet 
years, and should be reasonably sure that the benef 
of the plan will begin to be felt by the corporation ar 
accrue to the optionees in about three years. Otherwit 
I believe that a stock option plan may prove to be 
liability. 


pany and executive are anxious to explore any feasi 
method of giving him increased security. : 
Is deferred compensation a possible solution? 1 
some situations it is, and I believe a couple of ex 
ples will best illustrate what can and what cannot | 
done in this way. 


efficiency. It is obvious, therefore, why both the 4 


You will recall the plane disaster not long ago 
which a number of top executives of a company | 
their lives. Assume that American Corporation hi 
suffered such a misfortune and has no one immediate 
available for promotion within its own organizatio 
It needs a capable and experienced top executive, al 
its board of directors knows of a man, whom [I sha 
call John Smith, who is vice-president of United Co 
poration. He is forty-five and his present salary 
$60,000. He has an assured future with his compan 
and has accrued but not vested rights to a retiremel! 
income of $15,000 under their qualified pension plan. 

American would be willing to pay him $100,000 i 
salary, but a little simple arithmetic shows them thi 
Smith would probably not be interested. Even assum 
ing a substantial reduction from present income 
rates, about two thirds of the $40,000 increase wou 
go to Uncle Sam. Over the twenty years until his r 
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iment he would keep after taxes only enough to 
»chase an annuity equal to his present pension 
drual. Smith obviously would not leave his present 
lire position to risk the uncertainties of a new job 
hout a substantial financial improvement. Increased 
rent salary within American’s established salary 
edule is not the answer. Some other method must 
found. 
ould a trust supply the solution? Suppose Ameri- 
4, and Smith agree that he will receive $75,000 in 
dary, and an additional $25,000 will be contributed 
h year to a trust. What are the tax consequences? 
f the contributions are vested—in other words, 
ith or his family are sure to receive them eventually 
his retirement or death—the arrangement works all 
ht for the company. The tax law refers to such con- 
outions as “nonforfeitable,” and they are deductible 
made. The arrangement would be disastrous for 
ith, however. He would be taxed as if he had been 
id the entire $100,000 as salary. He is considered to 
elve sufficient benefit to justify the imposition of 
|> tax. He has in effect accepted payment in kind. 
uppose the contributions are not vested—this 
wuld be the case if Smith is required to “earn out” 
e right to the funds in the trust by working for 
| 
| 


erican until retirement. This arrangement is all 
ht for Smith taxwise. The tax law describes such 

tributions as “forfeitable.” Smith would not be 
xed until he actually receives payment upon retire- 
ent. But it would be a poor business bet for him to 
ke the risks of the new job without something more 
rtain to replace his pension accrual. This plan, fur- 
ermore, is very costly to American, for it will be 
owed no deduction at any time for the “forfeitable” 
ntributions. A trust affords no solution. 
Would the purchase of an annuity contract by 
merican for Smith be any better? The answer is no. 
he results are just the same as under the trust. If 
mith’s rights are “nonforfeitable,” he is taxed on the 
‘emiums in the year paid even though he may not 
ye to receive any payments and even though the 
tract is not assignable and has no cash surrender 
ilue. This harsh result is justified on the ground that 
> accepted payment in kind. 


|~ 


On the other hand, if Smith’s rights under the an- 
lity contract are “forfeitable,” he is not taxed until 
ceipt, but American is allowed no deduction at any 
me for the premiums paid. 

For these reasons, trusts and annuities have been 
rtually abandoned as methods of compensating ex- 
utives, except, of course, in connection with “quali- 
sd” plans. 

American finally decides to offer Smith the following 
iree-part agreement, which is typical in these situa- 
ons. It is nonassignable and unsecured. 
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I. Smith is to receive a salary of $75,000. 

II. He is to receive monthly retirement payments 
of $2,000 beginning at age sixty-five, payable 
for fifteen years certain. In the event of death, 
the payments are continued to his widow or 
heirs. These payments are contingent only on 
Smith’s not engaging in any competing busi- 
ness. 

III. He will be entitled to additional monthly re- 
tirement payments of $1,000 per month for 
fifteen years provided he works for American 
until retirement or death. These payments 
also will be contingent on his not engaging in 
a competing business, and also upon render- 
ing advisory services upon request. 


American has obligated itself to pay approximately 
$500,000 in deferred compensation over fifteen years. 
This is the same amount it would have been willing 
to pay as additional salary during the twenty years to 
Smith’s retirement. 

Assuming Smith works to retirement, he would re- 
ceive $36,000 per year for fifteen years. This would 
leave $25,000 per year after taxes. The total for the 
fifteen-year period would be $350,000, which is more 
than double the figure he would retain out of the same 
gross amount paid as current salary. 

Smith could afford to accept this offer. He receives 
an immediate increase commensurate with his new 
responsibilities. Even though he and American don’t 
hit it off, he and his family are assured of $24,000 per 
year of retirement income for fifteen years. This com- 
pares favorably with his present pension rights. He 
also has a chance to “earn out” an additional $1,000 
per month of retirement income by working for Ameri- 
can until his retirement. 

Is there anything wrong with this arrangement from 
a tax standpoint? Let’s ignore for the moment the con- 
tingencies. The question, of course, is whether Smith 
will be considered to have received taxable income 
prior to actual receipt of retirement payments. Will 
the value of American’s agreement to pay $2,000 per 
month beginning at the age of sixty-five be taxable to 
Smith at the time of its execution? Will the agreement 
to pay the additional $1,000 per month be taxable 
when “earned out” at retirement age? In my opinion, 
the answer is no in the case of a cash-basis taxpayer. 

The Internal Revenue Code does not refer specifi- 
cally to such agreements. It does provide that all gains 
shall be taxable, and the Supreme Court has said the 
language of the statute is broad enough to include any 
economic benefit conferred on the employee as com- 
pensation. However, no decision has ever held taxable, 
as income to a cash-basis taxpayer, the making of a 
mere nonassignable and unsecured contract for future 
payments such as this one. On the contrary, many 
decisions have held that such agreements do not con- 
stitute income. 
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Why, then, is there any hesitancy about deferred 
compensation arrangements? They unquestionably do 
afford opportunities for deliberate tax reduction. Con- 
sider, for example, the case of an employee who is 
making $100,000 and who goes to his employer and 
says, “Reduce my salary to $75,000 and pay me the 
balance upon my retirement.” The government would 
seem to be in a strong position to tax the employee 
the amounts he had previously received and sur- 
rendered. 

An interesting recent case, however, looks the other 
way. This is the Oates case, decided this past June 
by the Tax Court. There the taxpayers were general 
agents of a life insurance company. On retirement 
they were entitled to a percentage of renewal pre- 
miums for a period of nine years. Experience showed 
that of the total they would receive, about 21% would 
be received the first year, 19% the second year, 16% 
the third year, and so on down to 1% in the ninth 
year. About 56% would fall in the first three years. 
Evidence in the case showed that some general agents 
were in want in the later years of their lives, and 
there was considerable dissatisfaction with the form 
of the agreement. 

The association of general agents worked out with 
the company a plan to pay instead level payments 
over a period of fifteen years. Prior to retirement, the 
general agent was given several options as to the 
amounts he would receive. If he made a conservative 
election, he was sure to receive the total amount for 
the full fifteen years, and perhaps a lump sum in addi- 
tion. If he took a higher amount, he might not receive 
the full amount for the entire fifteen years. The insur- 
ance company did not agree to pay anything more 
than it had previously agreed to. It simply agreed to 
pay less in the earlier years and to spread the entire 
amount over a longer period in level amounts. 

During the first three years after retirement, the tax- 
payers received $60,000 under the amended contract. 
They would have received $200,000 under the original 
contract. The government argued that the second 
agreement should be ignored as a mere device to defer 
income and thus reduce taxes, and that the income 
which would have been received under the original 
contract should be taxed. It conceded that the case 
was of considerable importance throughout the whole 
field of deferred compensation. 
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The court held that only the amounts actually re- 
ceived were taxable. It is significant that the court 
found as a fact that the taxpayers had not suggested 
the plan, but that it had been “developed, formulated, 
and offered by the company as a part of its general 
administrative policy in dealing with the entire group 
of its general agents.” It is also significant that the 
court based its decision on two cases in which there 


had been deferments of income payments in pal 
least, for the benefit of the debtor. 

To me, the case gives important new suppor 
the proposition that an employer and employee 
arrange or rearrange their compensation progra: 
their mutual advantage, as long as the result is a 
sonable over-all retirement or incentive program, 
that the Treasury is not justified in departing 
basic principles of cash-basis taxation unless ther 
been a deliberate and unreasonable distortio 
income. 

So far I have discussed only two extremes- 
Smith agreement, which clearly should be safe, ar 
the other extreme, a deliberate attempt to reduce’ 
by surrendering and deferring a part of an exi 
salary. There are many situations in between. 
question is on which side of the line they fall. 
example, United certainly should be able to 
American’s offer and hold Smith by an agreement 
viding him with more adequate retirement incom 
the same token, although there is no immediate tl 
that executives will be lost, a company should be 
to tie its key executives to it by agreements prov 
for their future security. The emphasis here will |] 
“earning out” the right to the compensation b 
maining with the company until retirement, as in 
III of the Smith agreement. 
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Now, a word about contingencies. Although a1 
conditional deferred compensation contract whi 
reasonable in purpose and amount seems to be on 
grounds, most of them contain additional safeg 
against the agreement being taxed in the year of e 
tion or upon retirement. There will normally be 
further “earning out” requirements. Each retire 
payment, for example, will be contingent upor 
employee not engaging in any competing busine 
upon giving advisory services. A top executive 
ordinarily possess “know-how” which would be ¢ 
if available to a competitor, or he may have a I 
ground of experience of great value in an emerger 
for example, in a litigation growing out of som 
transaction. In my experience, these clauses are 
sidered of great importance by the employer. 

The retirement payments are sometimes made 
tingent upon the amount of earnings of the com] 
or they may be limited to an amount which will | 
the employee’s total retirement income up to a sp 
figure, or they may be geared to a price index. 
purpose of such provisions is to relate the oblig: 
of the company to the needs of the employee, ¢ 
own ability to pay. 

Frequently the company agrees to pay as retire 
income the equivalent of the then value of a 
number of shares of its stock, or the payments 
even be made partly in stock. This type of agree: 
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ides an incentive to increase the value of the stock 
also a partial hedge against further inflation. 

ny danger of the imposition of a tax on the agree- 
t would seem to be eliminated by such provisions 
h make its value uncertain. If they are sham, how- 
, or of no substance in a particular case, they will 
10 help. For example, if the nature of the em- 
ee’s job was such that his knowledge or ability 
ld not be of competitive value, or if the employer 
public utility, a noncompetition provision would 
ously be mere window dressing. 

ow, just a few miscellaneous points. 

rowp Plans. Individual contracts frequently are 
nded into plans for a number of key executives. 
rds in stock units or of a share of profits to such 
up provide a powerful incentive to increase earn- 
and thus the value of the stock, in addition to 
‘ie-in and deferment aspects of the fixed obligation 
ract. 


formal Funding. If the company. has agreed to 
ement payments for the life of the employee, or 
death benefit, it may want to hedge its liability 
urchasing for itself an annuity or insurance policy 
ne life of the employee. Or it may want to accumu- 
funds in a special account or reserve to meet a 
| obligation. So long as the employee has no con- 
tual rights in these assets, but is solely a general 
itor, the principle of payment in kind should not 
pplicable. 

eath Benefits. Death benefits are frequently pro- 
d for the widow or heirs. The value of such future 
nents is required to be included in the estate for 
ourposes, and should be kept in mind in estimating 
cash requirements of the estate. In addition, the 
nents are subject to income tax upon the person 
receives them. A double tax is partly avoided by 
allowance of a deduction for income tax purposes 
pro rata share of the estate tax. 


ualified pension, profit-sharing and savings plans 
of course, the most efficient of the deferred com- 
ation tools from a tax standpoint. Because of the 
d coverage required, however, they lack flexibility. 
comparison, deferred compensation contracts may 
ailor-made to fit each specific situation. 
mmpared with stock options, the deferred compen- 
m contract has the advantage of requiring no 
tal outlay or market risk. The qualified plan and 
restricted option, on the other hand, have the dis- 
t advantage of the express approval of Congress. 

is hard to dispute the old adage that “A bird in 
hand is worth two in the bush.” In our example, 
time will tell whether Smith would be wiser to 
the current or the deferred income. In the event 
ther inflation and higher taxes during the retire- 
t period, the current income, if invested wisely, 
at be worth more than the deferred income. My 
problem in building up a fund for retirement out 
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of current income—and I think it is a fairly general 
one—is that the fund is continually disappearing. 

My conclusion is that there are many situations 
where the deferred compensation contract can be a 
safe and effective tool in working out a well-rounded 
retirement or incentive compensation program. 


Accounting Questions 
Involved in Compensation 
Plans 


by Willard E. Slater 


N A BROAD SENSE, the accounting problems in 
connection with executive compensation plans are 
the same as those confronting the compensation-deter- 
mining body of the particular enterprise. However, it 
is usually necessary for the accountant to make a de- 
termination of the exact amounts where computations 
are required. These determinations can become quite 
involved. As accountants, we are interested in knowing 
that the plan is workable, and that it takes care of the 
equities prevailing in the particular case. 

There have been as many different plans as there are 
organizations—and that is as it should be. Each plan 
should be tailor-made and should have some aspects 
that are slightly different. I am going to comment on 
some of the features of such plans which I believe 
should be contained in most of them. 

First, the plan should furnish an adequate incentive 
for rewarding the executive in order to bring forth his 
best efforts. With the tax rates now in effect, this calls 
for consideration of such matters as stock options, 
deferred compensation, and other ways of relieving the 
present tax burden. 

It is obvious that we have reached the point in rate 
of taxation where proper incentives cannot be insured 
by merely raising salaries. In other words, to deter- 
mine the amount of incentive provided by giving an 
adjustment in salary, it is necessary to determine how 
much the executive can keep. Perhaps a more direct 
approach would be to reduce taxes, especially taxes on 
compensation, and I am glad to see that some thought 
is being given to that problem by the new Administra- 
tion. 

Other plans, such as have been discussed, result in 
getting the proceeds from present efforts at a later 
date. The direct approach of tax reduction is far better 
than deferred income because the executive gets it 
sooner. 

Another feature of a godd compensation planjis that 
it should be kept current. Many companies during the 
period following World War II failed to bring their 
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plans up to date, As a result, many were caught in an 
unfortunate position later on when salary stabilization 
was invoked. Boards of directors and executives should 
make at least an annual review to make sure they have 
recognized any changes in the business picture. It is 
just as necessary at the top level of management as it 
is at other levels of personnel, but it isn’t necessary to 


do it quite so often, 


Current reviews, systematically followed, constitute 
an incentive plan in and of themselves. There should 
be an objective review recognizing the changes that 
may have taken place in the achievements of each 
executive during the period under review. 

Plans based upon profits tend to recognize some of 
these changes, but do not always do so. A few matters 
in connection with profit-sharing plans concern us as 
accountants. There are many variations of profit- 
sharing plans, and I am referring to bonus arrange- 
ments when I talk about this. Essentially, an enter- 
prise is operated for the benefit of the stockholders or 
owners, who should be given first consideration. A 
portion of the profits should be set aside as an amount 
representing the normal return for the investment and 
risk involved. 

When an amount of profits is reserved for the bene- 
fit of the owners, this amount should be made very 
clear. The plan should not merely say, “6% of net 
worth or capital.” Preferred stock issues, capital added 
during the year, and surplus at the beginning and 
perhaps at the end of the year, are all matters to be 
clarified in determining what constitutes “net worth” 
under bonus arrangements. 

For these normal earnings, a normal salary should 
be paid, representing the going rate for the particular 
executive position involved. Management may then 
be entitled to share in profits in excess of these 
amounts. This share will depend upon the relative 
contribution of good management to these profits. 

The plans should be sufficiently broad in their appli- 
cation to include junior executives. We are faced today 
with a growing mortality rate among our experienced 
executives. The pace is fast in business, and the execu- 
tive positions are more demanding of their time and 
energy. It is urgent, therefore, to have a carefully 
trained junior executive group. 

The profit plan should be at least broad enough to 
accomplish this result. The participation of each 
executive should be related to his ability to influence 
profits in the area assigned to him, by the wisdom of 
his decisions, and the effect of his actions. 

As accountants, we still experience difficulty in con- 
nection with new plans which are based upon profits, 
in that the plan is sometimes not clear as to whether 
the profits are before taxes and before bonus or after. 
The plan should be extremely careful to spell this out 
clearly. When the plan provides for a percentage of 


the net profits of the company, it is necessary for 
accountant to use the profit after taxes and after 
bonus itself. This is sometimes contrary to the un 
standing of all parties concerned, and leads to 

unpleasant results. : 

While profits to be taken into consideration 
bonus computation are ordinarily after taxes, 
bonus may be computed by adjusting the bonus ] 
centage downward and applying it to profits be 
taxes. This will ordinarily aid in the computation: 
understanding of the amount computed. 

Another troublesome feature is that of renegotiat 
This amount is not likely to be determinable at 
time when it is necessary to disburse the bonus. ' 
plan should be specific on this subject as to how iti 
be handled. 

The plans should provide that the determinatio1 
profits as finally made at the year-end will be binc 
on all parties. This should eliminate any later cat 
for reopening. 

Despite the carefulness of year-end determinati 
there are still matters which will arise affecting p 
years. Plans should clarify how such matters she 
be handled. Matters of major importance might h 
to be resubmitted to the board of directors for 
proval, if the plan is not broad enough to cover th 

If several compensation plans are involved, i 
often difficult to determine which plan comes f 
when the bonus is not deducted from profits in mak 
the computations. If a new plan is added, it sho 
make this determination where one previously exi 

The use of profit brackets should be avoided. 
creates too much pressure to get into the next be 
bracket, and, once in it, not enough to do better. I 
thinking of a bonus, say, of $50,000 on profits 
$500,000 and no bonus to be added until the pre 
reach $550,000. Under such a plan there is very li 
incentive on the part of management to add $49, 
to the existing profits. 

In establishing a new plan for fiscal-year compan 
there is often an opportunity to fix the right to m 


partial payments, thus spreading the income over m 


taxable years of the recipient. 

No compensation plan is quite complete with 
consideration of expenses and their reimbursem 
from the enterprise. Reimbursement for expense is 
item that helps right now. It helps later, where 
reimbursement is involved, to be able to get a 
deduction for it. This is looking at the problem fr 
the standpoint of the employee. 

There is also the other side of it, with which 
accountant is faced; that is, the decision as to whet 
or not it is a proper expense of the enterprise. I 
quently, the independent accountant is obliged to 
termine the propriety of the expense reimbursemé 
and it is an awkward position to be in sometimes. I 
always possible for the accountant to refer doubt 
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ters of this kind to the same authority that 
inally determined the salary of the executive whose 
are being reviewed. For some executives, 
may be the board of directors. 

ess of the sympathies of the accountant to 
‘fact that the tax rates are too high, it is still 
essary to be objective as to reimbursable expenses 
cutives. Policies as to reimbursement should be 
defined. If executives are to be paid a certain 
ry and expenses are to be paid from it, it is desir- 
» that this fact be set forth, either in the minutes, 
ere the salaries require board approval, or by 
morandum for junior executives and sales personnel. 
Inder these circumstances, it is possible for the 
cutive to establish his right to secure a tax deduc- 
2 for himself, if the expenditure is for a business 
pose. Otherwise, it is always possible for the bureau 
contend that the expense is one of the enterprise 
| should have been reimbursed. In such event, it 
uld not be deductible by the individual. 


Stabilization 


and Promised Increases 
by V. Henry Rothschild, 2nd 


Y TALKING to you informally, I want to make 
clear that what I say reflects only my own views 
ich are not necessarily the views of any other mem- 
of the Salary Stabilization Board. 

is you know, controls will expire on April 30, 1953, 
ess they are renewed. Whether they will be renewed 
of course, anybody’s guess at this time. There is 
» a possibility that wage and salary controls may 
suspended, in whole or in part, prior to the date of 
ir present expiration. 

enator Capehart, who is scheduled to be chairman 
he Banking and Currency Committee, which is in 
rge of the control bills in the Senate, has announced 
t his committee will conduct hearings commencing 
February 1 on the question of continuing price and 
ze controls. 

s a result, business right now is in a state of un- 
ainty as to what to do with regard to new salary 
executive compensation arrangements for the com- 
year. It is unfortunate that this should be the case, 
this is the usual period when executive personnel 
reviewed for the purpose of determining compen- 
* arrangements that may be made for the next 


That, then, is the proper course to pursue, in view 
his uncertainty? 

fany companies are faced with the question whether 
10t they can promise compensation payable when 
trols are removed. 
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The Office of Salary Stabilization, in a newspaper 
release, has taken the position that any promise of 
increased compensation to take effect when controls 
are removed is a violation of stabilization regulations. 

This position is in accord with cases which arose 
after salary stabilization lapsed after the last war, 
involving contracts made in violation of stabilization 
regulations. There are a number of such cases, most of 
them suits or claims by an employee for increased 
compensation that he had been promised during sta- 
bilization but which did not conform to stabilization 
requirements. In every case but one, the court held 
the promise unenforceable and refused to permit the 
employee to recover. 

The one case which upheld the employee’s claim was 
a Massachusetts case where an executive had received 
a bonus of $5,000 in 1944 and had been promised at 
that time that in December of 1945 he would receive 
either $10,000 or a percentage of the profits, whichever 
was the higher. 

The company sought to defend against his claim on 
the ground that the contract was against the salary 
stabilization regulations, but the highest court of 
Massachusetts held that since at the time of the pay- 
ment the regulations were no longer in force, the 
payment was legal and could be made. 

That is the one case where this question was decided 
in favor of the employee, and it would be a fine case 
except for the fact that the Federal Court of Appeals 
has disapproved it in a very similar situation. 

In the situation before the Federal Court, the execu- 
tive had a contract under which he was supposed to 
receive, after the war was over, additional compensa- 
tion equal to the value of his services, which were 
taken as worth $1,000 a month. He had only been paid 
$400. He brought suit at the end of 1945, when stahi- 
lization controls had been removed, but the court held 
that he had no claim because the promise of an in- 
crease, even though payable after stabilization, was 


unenforceable. 
|~ 


The effect of these cases upon deferred-compensation 
contracts can be very important. Let’s take an ordi- 
nary deferred-compensation agreement, where an ex- 
ecutive is promised a certain amount in consideration 
of advisory and consultative services, the standard 
form being used today. Let’s say the contract was 
made during the stabilization period. Let us assume 
that the contract contained a provision, which is often 
put in, that he can retire at a certain age if he wants 
to and if he decides to do so he gets paid for advisory 
services. 

Then there is a change.in management. He decides 
he doesn’t like the new management. At that point he 
says, “I am getting out. I want my consultation and 
advisory contract to go into effect.” It is a contract 
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calling for, say, $20,000 a year. The new management 
looks at the contract, thinks it involves a lot of money, 
doesn’t like it, goes to its lawyer and says to the 
lawyer, “Is there any way we can get out of this?” 

Mind you, this can happen years from now. The 
lawyer says: “That contract was made during stabi- 
lization. It called for an increase in compensation in 
the form of a future payment. We may be able to 
defend on that ground.” 

There is a second possible situation that can take 
place. The company makes the payments. There is no 
change in management and the management likes the 
contract and wants to honor it. They make the pay- 
ments for two or three years and then (and this is, 
say, twenty years from now) the Commissioner of 
Internal Revenue in Washington sends out a directive 
to his field agents. The field agents are instructed to 
look to all payments under deferred-compensation con- 
tracts to see whether the contracts were signed during 
stabilization. The commissioner wants to take the 
position that such contracts are void under the cases 
which say that contracts calling for unauthorized in- 
creases were illegal when made, and that therefore the 
payments made under such contracts are illegal and do 
not constitute proper tax deductions by the company. 


a 


A third possibility is this: Let’s say the directors 
pay out the money, and let’s assume some stockholder 
sees this large contract, $20,000 for twenty years, and 
brings a suit against the directors. 

What is the answer? I think the answer is this: 
Unless and until the Salary Stabilization Board gets 
out a general regulation on deferred compensation, I 
think it is very important that in connection with any 
promise of an increase or payment after stabilization, 
at the time of retirement or otherwise, the company 
file an application for approval and make the contract 
subject to the approval of the Office of Salary Sta- 
bilization. In this way, the illegal attribute cannot be 
said to exist. 

Then if stabilization controls are removed before 
action is taken, I think it would be reasonable to con- 
tend that the contract could be put into effect, because 
of the fact that it was valid at that time. 

The Salary Board has not issued a general regulation 
on deferred compensation because it did not wish to 
take action in this field which might conflict with 
Treasury Department rules. The Treasury Depart- 
ment has been in the process of preparing such rules 
for some time, and since the issuance of Treasury 


Department rules appeared to be imminent, the Sala: 
Board believed it appropriate to await these rules | 
fore issuing its own. j 

The present thinking of the Salary Board is th 
where you have a contract, and the compensation pi 
vided in that contract is not for past services, the 
you have something which is not within the scope ¢ 
salary stabilization regulations. It is in effect a contract 
for the creation of a future position. } 

On the other hand, if you have a situation 
you agree now to pay a man in the future—five 
two years, three years from now—without any fu 
consideration, there it seems to me you have a si 
tion where you are agreeing to \give eompenay 
which is increased compensation, because it represents 
something of value now. Just as, for example, a prom- 
ise of a pension is within the scope of stabilizati 
regulations. 

The Office of Salary Stabilization has been au 
ized to process these applications along the gen 
lines I have mentioned to you. I feel it is tremendo 
important that a company should at this time 
cause events so distant may be involved) get 
protection of getting approval. ; 

We all agree that stabilization controls are repuf 
nant to our system of government and, if they a 
difficult thing to administer, I assure you they h 
been a doubly difficult thing in this field of executive 
compensation. You have two horns of a dilemma: _ 

One, you have the problem that you must have wi u 
limited incentives for executive compensation to ope 
ate properly. a 

On the other hand, you have the only substaa 
reason why executive compensation is stabilized at al 
that you cannot ask a wage earner to accept sta 
tion of his wages if he sees his boss has no stabilizatic 
attached to his salary. 4 

So you have to steer a course between these tw 
objectives. We have tried to do that. i 

We have two basic theories under which we operate. 
One is that we try to use the fund concept. Instes 
of freezing the compensation of individuals, we 
an entire group and say, “You can distribute this fu 
as you see fit, with certain limitations” (which I | 
not think are significant) “and within that pate 
you can distribute as you see fit.” 

The other is a ratio differential which allows 
executives and others subject to Salary Board jur 
diction the same increases permitted to employe 
under Wage Board regulations. 

The problem has been a very tough one. I can t 8 
that we solved it, but no one can say we didn’t ¢ 
our best to try. 
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